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CIVIL  AERONAUTICS  BOARD 
14  CFR  Part  205 

[Regulation  ER-1253;  Dockets  37531, 
37532,22771] 

Aircraft  Accident  Liability  Insurance 

agency:  Civil  Aeronautics  Board. 
action:  Final  rule.  • _ 

summary:  The  CAB  sets  standards  for 
minimum  insurance  coverage  for 
damages  to  passengers  and  third  parties 
because  of  aircraft  accident  liability. 
Coverage  may  be  by  self-insurance  plan 
or  by  aircraft  accident  liability 
insurance.  The  rules  apply  to  all  U.S. 
and  foreign  direct  air  carriers,  except 
on-demand  air  taxi  operators  and 
certain  commuter  carriers.  The  rule 
provides  a  safety-net  source  of 
compensation  when  an  air  carrier  is 
liable  for  damages  in  an  aircraft 
accident.  A  guaranteed  source  of 
compensation  is  needed  in  the 
deregulatory  and  pro-competitive 
environment  of  air  transportation  today. 
DATES:  Effective:  February  23, 1982. 
Adopted:  October  13, 1981. 

FOR  FURTHER  INFORMATION  CONTACT: 

For  U.S.  air  carriers,  J.  Kevin  Kennedy, 
Special  Authorities  Division  (202-873- 
5918);  for  foreign  air  carriers,  Richard  M. 
Loughlin,  Chief,  Regulatory  Affairs 
Division  (202-873-5878);  or  for  general 
information,  Joseph  A.  Brooks,  Office  of 
the  General  Counsel  (202-673-5442); 

Civil  Aeronautics  Board,  1825 
Connecticut  Avenue,  N.W.,  Washington, 
D.C.  20428. 

SUPPLEMENTARY  INFORMATION:  The 

Board  is  establishing  rules  to  ensure  that 
carriers  are  able  to  compensate 
passengers  and  third  parties  for 
damages  that  result  from  liability  for  an 
aircraft  accident.  The  rule  requires  that 
U.S.  and  foreign  direct  air  carriers, 
except  for  on-demand  air  taxi  operators 
and  certain  commuter  carriers,  provide 
evidence  to  the  Board  that  they  meet  the 
standards  set  forth  in  this  rule.  The 
carrier  insurance  requirements  may  be 
met  by  either  commercial  insurance  or 
by  self-insurance.  Because  of  the  special 
burdens  that  would  be  placed  on  on- 
demand  air  taxi  operators  by  the 
scheme  in  this  rule,  most  of  which  are 
small  businesses,  the  Board  is  proposing 
in  EDR-395B,  issued 
contemporaneously,  several 
alternatives,  including  exemption,  for 
these  small  carriers.  In  connection  with 
EDR-395B,  the  Board  is  considering 
treatment  of  all  carriers,  U.S.  and 
foreign,  that  operate  small  aircraft  on  an 
on-demand  basis,  the  same  as  on- 


demand  air  taxi  operators  for  purposes 
of  insurance  requirements.  Canadian 
charter  air  taxi  operators  registered 
under  Part  294  would  be  treated  the 
same  as  U.S.  on-demand  air  taxis  in 
EDR-395B  and  in  the  final  rule. 

In  brief,  the  requirements  of  the  rule 
are  that: 

— U.S.  and  foreign  direct  air  carriers 
provide  evidence  to  the  Board  that  they 
are  able  to  pay  damages  for  which  they 
are  liable  to  passengers  for  aircraft 
accidents  in  the  amount  of  $300,000  for 
each  passenger  and  $300,000  x  75 
percent  of  the  aircraft  seat  capacity  per 
occurrence. 

— These  carriers  provide  evidence 
that  they  can  pay  similar  damages  to 
non-passengers  in  the  amount  of 
$300,000  per  person  and  $20,000,000  or 
$2,000,000,  depending  on  the  size  of  the 
aircraft,  per  aircraft  per  occurrence. 

— Certificates  of  insurance  or 
summaries  of  self-insurance  plans  be 
available  for  public  inspection  at  the 
carrier’s  principal  place  of  business. 

— The  insurance  policy  or  self- 
insurance  plan  must  cover  liability 
resulting  from  waiver  of  liability 
limitations  under  the  Warsaw 
Convention  approved  by  the  Board,  and 
may  not  exclude  coverage  because  of 
violation  of  any  safety-related 
requirement. 

— Carriers  must  disclose  to  shippers 
the  existence  or  absence  of  cargo 
liability  insurance,  and  the  limits  that 
they  have  imposed  on  their  liability,  if 
any. 

The  details  of  these  requirements 
were  developed  through  Notice  of 
Proposed  Rulemaking  EDR-395  (45  FR 
7566,  February  4, 1980).  Numerous  well- 
reasoned  and  helpful  comments  were 
received  from  the  insurance  industry, 
U.S.  and  foreign  air  carriers,  many  air 
taxi  operators,  Congressmen,  other  parts 
of  the  Federal  government,  and  several 
State  government  agencies.  A  list  of  the 
commenters  is  in  Appendix  B  to  this 
preamble.  The  commenters  made  many 
detailed  suggestions  to  improve  the 
proposal,  most  of  which  the  Board  has 
adopted.  They  discussed  five  major 
issues  basic  to  the  rule:  (1)  whether  the 
minimum  amounts  set  by  the  rule  are 
excessive,  especially  for  on-demand  air 
taxi  operators;  (2)  whether  safety- 
related  exclusions  from  coverage,  as  are 
now  allowed  in  the  insurance 
requirements  for  air  taxi  operators, 
should  be  retained;  (3)  whether  the  rule 
should  be  applied  to  foreign  air  carriers; 

(4)  whether  liability  insurance  policies 
should  be  disclosed  to  the  public;  and 

(5)  whether  any  insurance  requirements 
are  needed,  again  especially  for  on- 
demand  air  taxi  operators. 


These  issues  will  be  discussed  in  the 
context  of  explaining  the  changes  to  the 
proposal.  Since  there  have  been 
substantial  revisions  in  the  rule  as 
proposed,  the  final  rule  will  be 
explained  on  a  section-by-section  basis. 

General  Requirements 

The  purpose  of  the  rule  is  explained  in 
|  205.1.  It  is  adopted  to  make  clear  that 
new  Part  205  establishes  these  rules 
under  sections  401  (q),  419(e),  416(b)(4), 
and  402  of  the  Federal  Aviation  Act  for 
U.S.  and  foreign  air  carriers,  and  sets  up 
minimum  insurance  requirements  to 
enable  carriers  found  liable  to  pay 
damages  to  passengers  and  others 
resulting  from  aircraft  accidents.  At  the 
request  of  United  and  others,  the  Board 
has  changed  the  title  of  the  part  to  refer 
to  “aircraft  accident”  liability  insurance, 
and  has  used  this  term  throughout  the 
rule.  The  change  is  made  to  distinguish 
the  requirements  under  this  part  from 
other  types  of  liability  insurance  that  the 
airlines  may  carry. 

In  §  205.2,  the  Board  applies  the  rules 
in  this  part  to  all  U.S.  and  foreign  direct 
air  carriers,  and  to  certain  commuter 
carriers.  The  part  does  not  apply  to  on- 
demand  air  taxi  operators,  or  to  carriers 
that  are  designated  as  commuters  only 
because  they  carry  mail.  Such  “mail" 
commuters  operate  primarily  in  Alaska. 
Rules  for  those  carriers  are  being 
proposed  in  a  separate  notice  of 
proposed  rulemaking,  issued  with  this 
rule.  As  requested  by  several  carriers, 
the  part  only  applies  to  a  carrier’s  own 
operations  in  air  transportation,  that  is, 
as  a  common  carrier  in  interstate, 
overseas,  and  foreign  commerce.  It  does 
not  require  a  carrier  to  insure  aircraft 
leased  to  another  carrier. 

The  foreign  carriers  argued  that  the 
proposed  rule  should  not  apply  to  them, 
and  that  the  requirements  of  the  rule 
violate  international  comity  and  the 
Federal  Aviation  Act.  They  argued  that 
Congress,  in  adopting  section  401  (q)  of 
the  Act,  giving  the  Board  a  mandate  to 
issue  insurance  regulations,  specifically 
did  not  include  foreign  air  carriers  in  the 
provision.  While  it  is  true  that  section 
401(q)  does  not  apply  to  foreign  air 
carriers’  permit  authority  received  from 
the  Board,  this  does  not  affect  the 
Board’s  powers  under  section  402(e)  of 
the  Act  to  impose  permit  conditions  on 
foreign  air  carriers  as  the  public  interest 
may  require.  The  scheme  established  in 
Fart  205  has  a  broad  purpose.  It  is  to 
establish  a  system,  whether  by 
commercial  insurance  or  by  other 
means,  to  ensure  that  there  is  some 
minimum  source  of  compensation  for  . 
damages  to  passengers  and 
nonpassengers  from  possible  aircraft 
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accidents  for  which  the  carrier  is  liable. 
For  the  reasons  set  forth  in  EDR-395,  the 
Board  concludes  that  the  public  interest 
requires  that  foreign  air  carriers  be 
included  under  this  system. 

The  Board  finds  that  the  rule, 
especially  as  changed  from  the  proposal, 
does  not  violate  international  comity. 
The  Board  has  for  a  number  of  years 
included  insurance  requirements  in  the 
permits  of  most  foreign  air  carriers. 
Requiring  foreign  air  carriers  to  show 
evidence  of  ability  to  meet  minimum 
liability  insurance  standards  is  not  a 
change  of  policy  by  the  Board. 

In  the  rule’s  statement  of  basic 
requirements  (8  205.3),  the  Board  has 
made  numerous  changes  at  the  request 
of  the  commenters.  These  changes 
generally  clarify  the  requirements  and 
reduce  the  burdens  on  the  carriers. 

Many  commenters  asked  that  the 
carriers’  insurance  policies  and  amount 
and  the  self-insurance  plans  not  be 
publicly  disclosed.  The  Board  accedes  to 
this  request.  There  is  a  need,  however, 
for  the  public  to  have  access  to 
documentation  that  shows  the  carrier  is 
in  compliance  with  these  rules.  The  rule 
now  requires  only  that  the  certificate  of 
insurance  or  a  summary  of  the  self- 
insurance  plan,  rather  than  the  entire 
policy  or  plan,  be  available  for  public 
inspection.  These  documents  are  to  be 
on  file  at  the  Board  and  at  the  carrier’s 
principal  place  of  business.  Where  self- 
insurance  is  used,  the  full  plan  must  be 
filed  with  the  Board’s  Bureau  of  Carrier 
Accounts  and  Audits  as  evidence  of 
meeting  the  requirements  of  Part  205. 
This  change  satisfies  the  public’s  need 
for  the  information  while  retaining 
confidentiality  for  the  insurance  policy 
and  premiums  and/or  the  details  of  a 
self-insurance  plan,  especially  to  the 
extent  that  they  may  exceed  the 
required  minimums  of  the  Board.  The 
full  policy  or  plan  is  to  be  available, 
however,  for  Board  inspection. 

At  the  request  of  insurance  industry 
commenters,  the  rule  has  been  changed 
from  the  proposal  to  clarify  that 
reinsurers  need  not  be  listed  on  the 
certificate  of  insurance.  It  has  also  been 
changed  to  permit  brokers  to  sign  the 
certificate  of  insurance  and  to  permit 
insurance  policies  to  be  issued  for  fleet 
coverage  of  all  aircraft  of  the  carrier. 
Allowing  brokers  to  sign  the  certificate 
is  a  technical  change  to  reflect  the  day- 
to-day  operation  of  the  insurance 
market,  as  is  allowing  fleet  coverage 
insurance  for  carriers. 

One  of  the  main  objections  by  foreign 
carriers  to  the  proposed  rule  was  the 
requirement  that  insurance  be  obtained 
from  U.S.  insurers.  The  exclusion  of 
foreign  insurers  was  unintentional.  In 
the  rule  as  adopted,  insurance  may  be 


obtained  from  any  insurer  licensed  or 
approved  in  the  United  States  or  by  a 
foreign  government.  The  Board  has 
added  a  provision  that  explicitly  allows 
the  licensing  and  approval  requirement 
to  be  waived  if  in  the  public  interest. 

Changes  from  the  proposal  have  been 
made  in  the  requirements  for  the  filing 
of  certificates  of  insurance, 
endorsements,  and  plans  for  self- 
insurance.  As  proposed,  carriers  would 
have  had  to  file  their  full  plans  for  self- 
insurance  with  two  different  bureaus  of 
the  Board.  This  has  been  changed  so 
that  carriers  need  file  the  complete  plan 
only  with  the  Board’s  Bureau  of  Carrier  ' 
Accounts  and  Audits.  A  summary  of  the 
plan  must  be  filed  with  the  appropriate 
operating  bureau  of  the  Board.  So  that 
carriers  will  be  able  to  plan  their 
operations  with  better  predictability,  the 
Board  will  notify  each  carrier,  normally 
within  20  days  of  receipt  of  the  filing,  if 
it  does  not  satisfy  the  Board’s  rules. 

Because  there  was  some  confusion 
about  the  Relationship  between  the 
requirement  in  §  205.4  to  file 
endorsements  reflecting  the  addition  or 
deletion  of  aircraft  from  a  policy,  and 
the  requirement  in  5  205.8  for  prior 
notice  of  any  change  reducing  the 
coverage  of  the  policy,  the  Board  has 
changed  these  two  sections.  The 
requirement  for  the  filing  of 
endorsements  is  clarified  to  show  that  it 
only  applies  to  coverage  by  specific 
aircraft  or  types  of  classes  of  aircraft. 
Section  205.8  is  changed  to  state  that 
prior  notice  need  not  be  filed  for  this 
type  of  change  in  the  carrier’s  coverage. 

Two  further  changes  from  the 
proposal  are  made  in  8  205.4.  Commuter 
carriers  operating  in  Alaska  must  file 
certificates  and  endorsements  with  the 
Board’s  Alaska  Field  Office.  This 
follows  the  present  policy  of  the  Board 
and  greatly  simplifies  and  expedites  the 
handling  of  this  paperwork  by  the  Board 
and  the  carriers.  The  paragraph  in 
proposed  §  205.6  concerning  coverage  of 
replacement  aircraft  has  been  moved  to 
8  205.4  to  improve  the  organization  of 
the  part.  The  title  of  8  205.4  has  thus 
been  changed  to  show  that  its  subject  is 
the  required  filing  of  evidence  of 
insurance. 

Extent  and  Amount  of  Coverage 

The  Board  has  decided  to  adopt  the 
minimum  amounts  and  the  standards  for 
insurance  coverage  generally  as 
proposed.  There  are  two  objectives  of 
the  Board  in  establishing  minimum 
protection  under  this  rule:  (1)  that  each 
carrier  has  sufficient  coverage  to  meet 
minimum  standards  for  compensation  of 
its  passengers  and  third  parties  in  the 
case  of  liability;  and  (2)  that  such 
minimum  required  coverage  not 


seriously  deter  entry  or  impair  the 
continued  availability  of  air  service.  In 
this  rule,  the  Board  has  attempted  to 
maintain  a  balance  between  public 
protection  and  the  availability  of 
affordable  air  service.  The  primary 
objection  to  the  amounts  proposed  as 
minimums  came  from  on-demand  air 
taxi  operators.  Their  objections  are 
being  discussed  in  a  supplemental 
notice  of  proposed  rulemaking. 

We  have  decided  that  the  amounts 
proposed  as  minimums  for  liability 
coverage  should  be  adopted  in  the  final 
rule.  Those  amounts  will  have  little 
effect  on  the  availability  of  air  service 
provided  by  carriers  under  this  rule. 

Most  U.S.  and  foreign  air  carriers,  with 
the  exception  of  on-demand  air  taxis, 
maintain  liability  coverage  in  amounts 
exceeding  those  adopted,  and  with  good 
reason.  The  FAA’s  comments  state  that 
settlements  in  tort  litigation  involving 
aircraft  accidents  average  $250,000  per 
person,  with  judgment  averages 
running  even  higher. 

The  Board  disagrees  with  those 
commenters  who  argued  that  no  such 
required  coverage  is  needed  at  all  in 
most  cases.  The  issue  of  minimum 
financial  ability  to  meet  accident 
liability  claims  may  not  have  been  as 
serious  a  concern  prior  to  domestic 
deregulation  and  the  more  pro- 
competitive  atmosphere  in  international 
transportation.  Barriers  to  entry,  other 
than  for  air  taxi  operators  and  commuter 
carriers,  were  substantial.  The  granting 
of  operating  authority  by  the  Board  was 
itself  evidence  of  a  carrier’s  capability 
to  fulfill  liability  claims  in  the  event  of  a 
catastrophic  loss.  The  more  liberalized 
international  regulation  and  domestic  - 
deregulation  have  increased  the  risk 
that  carriers  that  might  be  financially 
able  to  conduct  operations  might  lack 
sufficient  financial  depth  to  pay  even 
minimum  amounts  on  claims  if  liability 
is  found  for  a  serious  aircraft  accident. 
Requiring  carriers  to  maintain  sufficient 
ability  to  meet  reasonably  anticipated 
liability  claims  is  the  most  efficient  and 
effective  method  of  achieving  this  goal 
under  the  existing  relaxed  entry 
requirements. 

Further,  passengers,  in  dealing  with 
most  carriers  other  than  on-demand  air 
taxi  operators,  are  remote  from  the 
.  actual  make-up  of  the  air  travel 
contract.  Because  of  lack  of  information 
and  bargaining  power,  they  are  not 
sufficiently  knowledgeable  about  carrier 
insurance  and  do  not  have  adequate 
bargaining  power  to  negotiate  insurance 
coverage  with  the  carriers.  For  this 
reason,  required  minimum  insurance 
coverage  for  these  carriers  is  needed. 
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Two  paragraphs  from  proposed 
§  205.6  concerning  deductibles  and 
application  of  the  limits  of  coverage 
have  been  moved  to  §  205.5  for  better 
organization  of  the  part.  Proposed 
§  205.6  has  been  eliminated  for  the  same 
reason.  In  the  proposal,  the  form  and  the 
rule  differed  about  which  coverage, 
passenger  or  third-party,  would  apply  to 
nonemployee  cargo  attendants.  The 
Board’s  intent  is  that  such  persons  be 
covered  by  third-party  insurance.  The 
rule  in  §  205.5(b)  and  (c)  has  been 
changed  to  reflect  this  intent,  which  was 
correct  on  the  proposed  form. 

Contemporaneous  with  this  rule,  the 
Board  is  adopting  rules  in  a  new  Part 
294  governing  the  operations  of 
Canadian  charter  air  taxi  operators. 
Those  rules  contain  an  insurance 
requirement  to  comply  with  new  Part 
205,  as  adopted  here.  Since  the  Board  is 
exempting  U.S.  on-demand  air  taxi 
operators  from  the  requirements  of  Part 
205  pending  the  Board’s  action  on  its 
proposals  in  EDR-395B  affecting  the 
insurance  requirements  of  those 
carriers,  the  present  insurance 
requirements  in  Part  298  continue  for 
them.  Those  requirements,  among  other 
things,  set  the  per  person  coverage 
amount  at  $75,000  for  both  passenger 
and  third-party  liability.  The  Board  is 
therefore  setting  the  per  person 
coverage  amounts  for  Canadian  charter 
air  taxi  operators  at  that  same  level, 
pending  the  outcome  in  EDR-395B. 

Exclusions 

One  of  the  most  difficult  issues  faced 
by  the  Board  is  what  to  do  about 
exclusions  from  the  required  liability 
coverage.  Exclusions  in  present  rules 
remove  the  liability  coverage  in  cases 
where  the  airline  has  been  negligent  in 
following  safety  requirements,  has 
operated  its  aircraft  illegally,  or  has 
violated  any  geographic  restrictions  on 
operations  in  the  coverage.  Such 
exclusions  have  the  effect  of  denying  an 
injured  person  a  recovery  if  the  airline’s 
assets  are  not  sufficient  to  pay  the 
damages,  in  precisely  the  cases  where 
the  risk  to  passengers  is  greatest,  and 
hence  insurance  is  most  needed.  The 
Board’s  proposal  would  remove  such 
authorized  exclusions. 

The  only  reason  to  require  a  minimum 
source  of  compensation  for  potential 
liability  is  to  be  sure  that  air  travelers 
have  at  least  one  source  from  which 
they  may  recover  if  injured  in  airline 
accidents.  This  need  is  not  less  in 
situations  where  the  airline  has  violated 
a  safety  requirement — quite  the 
contrary.  To  the  extent  that  the  Board 
requires  an  insurance  scheme  whereby 
the  public  appears  to  be  protected  but 
really  is  not,  the  rule  is  probably  doing 


more  harm  than  good.  Travelers  are 
paying  for  this  protection  through  the 
airline  ticket  price.  They  are  entitled  to 
a  scheme  that  offers  a  real  source  of 
compensation,  not  merely  the 
appearance  of  one. 

In  the  comments,  there  were  two 
primary  arguments  against  elimination 
of  such  exclusions.  The  first  is  that 
insurance  that  covered  all  airline 
negligence  liability,  even  where  a  safety 
standard  was  violated,  would  be  too 
costly.  The  cost  of  insurance,  however, 
is  determined  mainly  by  claims 
experience.  If  eliminating  the  exclusions 
for  safety-related  violations  would  make 
the  insurance  much  more  costly,  then  it ' 
appears  to  mean  that  there  are  many 
persons  who  today  are  being  injured  by 
air  carriers’  negligence,  but  who  are 
being  denied  recovery  from  the  insurer 
because  of  the  exclusions.  Such  a  result 
is  untenable.  If  the  presumption  is  not 
true,  then  the  argument  appears  to  fail. 
The  cost  of  insurance  would  not  be 
significantly  increased  if  the  claims 
experience  remained  the  same. 

The  second  and  related  argument 
used  by  commenters  against  elimination 
of  the  exclusions  is  that  such  insurance 
could  induce  an  airline  to  cut  corners 
and  take  greater  risks,  thus  creating 
difficulties  for  insurance  companies  in 
assessing  potential  airline  claims.  This 
argument,  of  course,  implies  that  such 
comer-cutting  would  be  intentional  and 
not  be  random.  The  insurers  argue  that 
it  would  thus  be  difficult  to  offer 
coverage  to  some  classes  of  carriers.  , 
Considering  the  industry  as  a  whole, 
however,  it  is  highly  questionable 
whether  this  presumed  inducement  is  a 
significant  problem.  Airlines  have  many 
good  reasons  for  operating  within  the 
safety  standards.  Nevertheless,  new 
carriers  and  some  small  carriers,  which 
do  not  have  established  “track  records," 
may  find  it  difficult  and  expensive  to 
obtain  commercial  insurance  that  fully 
meets  the  requirements  of  the  Board’s 
rule. 

The  Board’s  rule,  however,  is  not 
intended  to  require  that  only  commercial 
insurance  may  satisfy  it.  Deductibles 
and  creative  combinations  of  self- 
insurance  and  commercial  insurance  to 
provide  “catastrophic  coverage”  are 
encouraged  to  reduce  cost  and  to  meet 
the  rule’s  standards.  Section  205.5  has 
been  clarified  to  make  clear  that 
deductibles  are  permissible,  as  many 
commenters  asked.  This  section  has  also 
been  changed  to  state  that  the 
requirements  for  the  terms  and 
conditions  of  coverage  do  not  limit  the 
right  of  the  insurer  to  recover  from  the 
carrier  any  amounts  paid. 


An  example  of  catastrophic  loss 
coverage  to  meet  the  requirements  of 
this  part  would  be  where  an  insurer 
provides  insurance  meeting  the  Board’s 
standards,  including  the  prohibition  of 
safety-related  exclusions,  but  such 
insurance  would  be  paid  only  as  a  last 
resort.  It  would  be  paid  only  when  any 
other  insurance  of  the  airline,  or  the 
assets  of  the  airline,  are  insufficient  to 
pay  the  damages.  In  effect,  this  type  of 
insurance  plan  meets  the  Board’s  rules, 
but  allows  a  deductible  equal  to  the  full 
financial  resources  of  the  airline  for  any 
claims  that  would  be  otherwise 
excluded.  By  making  the  airline  itself 
financially  responsible  for  its  damage 
liabilities  up  to  the  full  value  of  its 
unmortgaged  assets,  this  type  of  plan 
would  remove  the  incentive,  claimed  by 
some  commenters,  to  short-cut  safety 
requirements,  and  by  limiting  the  risk, 
exposure  of  the  insurers,  keep  down  the 
costs  of  mandatory  coverage  under  the 
Board’s  rules.  Further,  where  it  is  in  the 
public  interest,  the  Board  may  approve 
exemptions  from  the  policy  standards  to 
allow  increased  flexibility. 

In  addition,  the  rules  adopted  here, 
eliminating  safety-related  exclusions, 
will  be  a  change  of  Board  policy  only  for 
commuter  air  carriers,  which  now  are 
required  to  have  insurance  in  the  form 
directed  by  our  rules  for  all  air  taxi 
operators,  which  allow  such  exclusions 
(14  CFR  Part  298).  Board  insurance 
requirements  for  charter  and  all-cargo 
air  carriers  (14  CFR  Parts  208,  291)  do 
not  allow  these  exclusions.  The  Board  is 
not  aware  of  any  problems  that  these  air 
carriers  have  had  in  obtaining  this 
insurance,  or  that  its  cost  is  excessive. 

Several  carriers  in  their  comments 
argued  that  some  States  and  foreign 
countries  in  effect  require  exclusions  for 
intentional,  willful,  or  reckless 
violations  of  safety-related  laws  or 
regulations,  by  their  laws  against 
insuring  against  intentional  acts  or 
criminal  violations.  The  Board  agrees 
that  the  insurance  in  question  in  this 
rulemaking  is  for  carrier  liability  for  the 
broad  class  of  acts  known  in  the  law  as 
negligent  forts;  it  is  not  for  intentional 
torts,  such  as  deliberately  flying  below 
government  altitude  standards  and 
thereby  interfering  with  people’s  use  of 
their  property. 

Beyond  that  basic  distinction, 
however,  the  position  that  laws  against 
insurance  for  intentional  acts  somehow 
require  exclusions  for  any  tort  that  is 
preceded  by  an  intentional  violation  of 
law  is  clearly  wrong.  The  public  policy 
behind  the  laws  against  insurance  for 
intentional  acts  is  to  preclude  insurance 
becoming  an  incentive  to  commit,  or 
reducing  the  sanctions  against 
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committing,  an  intentional  tort  or  a 
crime.  Under  such  laws,  for  an  insurer  to 
be  liable  to  pay  damages  on  behalf  of  an 
insured,  the  actual  injury  must  be 
unintentional  on  the  part  of  the 
tortfeasor.  But  to  extend  this  principle  to 
events  leading  up  to  the  injurious  event 
would  defeat  the  main  purpose  of 
liability  insurance,  and  lead  to  absurd 
results;  and  it  clearly  is  not  the  law.  The 
most  familia^form  of  liability  insurance, 
closely  related  to  the  aircraft  liability 
insurance  at  issue  here,  is  automobile 
personal  injury  liability  insurance,  and 
that  contains  no  such  exclusions.  An 
automobile  insurer,  writing  policies  that 
are  required  and  whose  language  is 
closely  regulated  in  most  States,  cannot 
escape  payment  on  a  policy  by  showing 
that  the  insured  was  violating  the  speed 
limit  when  an  accident  occurred. 
Similarly,  a  building  liability  insurer 
cannot  escape  payment  by  showing  that 
a  landlord's  failure  adequately  to 
maintain  the  building  was  “deliberate.” 
The  same  basic  principles  should  and 
will  apply  to  air  carriers'  liability 
insurance  under  this  rule. 

The  other  prohibited  exclusion  is  for 
potential  liability  assumed  by  the  carrier 
through  a  Board-approved  agreement  to 
raise  the  Warsaw  Convention  liability 
limits.  It  is  one  that  is  now  not  allowed 
by  the  Board's  insurance  regulations  for 
air  taxi  operators  and  for  charter 
carriers.  Under  some  insurance  policies, 
coverage  is  excluded  for  any  liability 
assumed  voluntarily  by  the  airline  if  it 
could  not  have  been  otherwise  liable 
under  the  policy.  The  Board’s  rule  states 
that  such  an  exclusion  may  not  cover . 
carrier  agreements  approved  by  the 
Board,  such  as  the  Montreal  Agreement 
that  increases  the  allowed  liability  limit 
for  death  or  injury  to  passengers  in  the 
Warsaw  Convention  to  $75,000  per 
passenger. 

In  the  final  rule,  the  Board  has 
rewritten  §  205.6  to  state  only  those 
exclusions  that  are  not  permitted,  rather 
than  providing  a  list  of  exclusions  that 
may  be  included.  This  type  of  regulation 
gives  the  airlines  and  the  insurance 
companies  a  flexible  performance 
standard,  instead  of  having  the  policy 
designed  in  detail  by  regulation. 
Bargaining  can  thus  take  place  to 
fashion  policies  to  meet  airlines’  needs 
at  the  least  possible  cost. 

Other  Issues 

Several  changes  have  been  made  in 
proposed  §  205.8  (now  §  205.7),  requiring 
notice  of  change  or  cancellation  in 
coverage,  in  response  to  commenters’ 
suggestions.  The  section  has  been  made 
explicitly  applicable  to  self-insurance 
plans.  Changes  in  the  plan  that  would 
cancel  it  or  reduce  the  extent  of 


coverage  below  the  minimum  standards 
may  not  take  effect  until  10  days  after 
the  Board  has  been  notified.  Another 
change  made  is  that  either  the  insurer, 
its  representative,  or  the  carrier  may 
notify  the  Board  of  changes  under  this 
section.  If  the  policy  or  plan  is  not  for 
fleet  coverage,  prior  notice  need  not  be 
given  for  additions  or  deletions  of 
specific  aircraft  or  types,  since 
endorsements  for  such  changes  are  to  be 
filed  not  more  than  30  days  after  the 
change  in  accordance  with  §  205.4.  An 
additional  paragraph  has  been  added  to 
§  205.7  to  state  that  the  requirements  of 
the  section  do  not  apply  if  the  policy  is 
cancelled  based  on  a  war-risk  exclusion 
with  a  shorter  notification  period.  If  a 
shorter  time  period  in  a  war-risk 
exclusion  is  invoked  by  the  insurer,  the 
insurer  or  its  representative  must  notify 
the  Board  immediately.  Wording 
changes  have  also  been  made  to  clarify 
parts  of  the  section  and  to  state 
explicitly  that  the  Board  may  grant 
waivers  of  the  section  when  in  the 
public  interest. 

Several  commenters  asked  for  a 
meeting  or  a  hearing  on  this  rulemaking 
before  the  rule  is  made  final.  The  Board 
does  not  believe  that  either  a  meeting  or 
a  hearing  would  further  consideration  of 
the  rulemaking  at  this  time.  There  have 
been  two  rounds  of  extensive  written 
comments,  from  which  the  Board  has 
received  sufficient  information  to  make 
its  decision.  Those  comments  in  general 
have  been  distributed  by  the 
commenters  to  other  persons  listed  on 
the  Service  List.  There  appears  to  be  no 
issue  of  fact  or  law  that  cannot  be 
decided  on  the  basis  of  the  two  rounds 
of  written  comments.  If  in  the  future, 
either  in  review  of  the  rule  or  in 
consideration  of  the  supplemental  notice 
of  proposed  rulemaking,  the  Board  finds 
that  a  meeting  or  hearing  would  be 
useful  in  providing  additional 
information  or  in  resolving  in  this 
rulemaking,  it  will  call  one  at  that  time. 

Section  105  of  the  Federal  Aviation 
Act  preempts  States  from  enforcing  any 
jaw  or  regulation  relating  to  rates, 
routes,  or  services  of  any  air  carrier 
having  authority  under  Title  IV  of  the 
Act.  The  Board,  in  PS-83  (44  FR  9948, 
February  15, 1979)  stated  that  until  the 
Board  enacts  insurance  requirements  of 
its  own,  the  requirements  of  the  States 
would  apply.  Of  course,  where  the 
Board  has  enacted  insurance  rules,  such 
as  for  cargo  carriers,  charter  carriers, 
and  air  taxi  operators,  including  a 
decision  to  exempt  carriers  from  such 
rules,  State  requirements  are  preempted. 
With  the  adoption  of  this  rule,  the  States 
will  be  preempted  from  regulating  this 
area,  as  explained  in  PS-83. 


As  stated  in  section  105,  States  in 
their  capacity  "as  airport  proprietors  are 
not  preempted  under  that  section  from 
exercising  their  proprietary  powers  and 
rights  with  respect  to  airport  operations. 
Of  course,  the  exercise  of  such  powers 
may  not  hinder  the  Federal  purpose,  and 
must  be  reasonable,  nondiscriminatory, 
and  not  unduly  burdensome  to  interstate 
commerce.  In  the  Board’s  opinion,  an 
airport  proprietor  may  require  insurance 
of  air  carriers  to  protect  its  own 
property  and  personnel,  and  to 
indemnify  the  proprietor  for  any  costs  or 
damages  arising  from  the  air  carrier's 
action. 

In  EDR-395,  the  Board  asked  for 
comment  on  what  standards,  if  any, 
should  be  set  for  surplus  line  insurers. 
Although  some  commenters  suggested 
that  a  trust  fund  be  required  or  that  a 
standard  list  of  approved  insurers  be 
established,  the  Board  finds  upon 
consideration  that  this  is  an  area  better 
suited  to  the  insurance  commissioners  of 
the  various  States,  who  have  more 
expertise  on  such  matters  than  the 
Board.  There  is  no  basis  in  this 
proceeding  for  an  informed  decision  on 
what  standards  should  be  applied  to 
surplus  line  insurers.  In  such  a  case,  it  is 
preferable  to  keep  the  rule  as  proposed, 
that  is,  allowing  the  coverage  required 
by  the  rule  to  be  provided  by  surplus 
line  insurers  listed  by  the  insurance 
authority  of  the  individual  States. 

A  few  commenters  also  asked  that  the 
Board  set  standards  for  self-insurance 
plans.  The  Board  finds  such  a  course 
unnecessary,  and  that  to  do  so  would 
reduce  the  flexibility  of  airline 
management,  financial  institutions,  and 
insurance  companies  in  designing  plans 
that  best  meet  the  individual  needs  of  a 
particular  airline.  The  only  fixed 
requirement  of  the  plans  is  that  they 
meet  the  requirements  of  this  new  Part 
205.  This  will  allow  the  airlines 
flexibility  in  meeting  the  required 
coverage  with  minimum  cost. 

In  EDR-395,  the  Board  proposed 
several  forms  for  use  of  carriers  in 
complying  with  this  rule.  One  was  a 
Standard  Endorsement  to  be  attached  to 
the  carrier’s  insurance  policy.  This  form 
now  appears  to  be  unnecessarily 
restrictive  of  insurers  and  carriers.  The 
carriers  have  the  responsibility  to 
ensure  that  their  policies  are  in 
conformance  with  Part  205.  Rather  than 
designing  endorsements  to  insurance 
policies,  the  Board  prefers  to  rely  on  a 
performance  standard  instead.  The 
carrier  will  merely  file  a  Certificate  of 
Insurance  (as  proposed)  ,  in  which  the 
insurer  certifies  that  the  insurance 
coverage  meets  the  requirements  of  this 
part.  The  certificate  form,  for  both  U.S. 
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carriers  and  for  foreign  air  carriers  is 
attached  as  Appendix  A  to  this  rule. 

Foreign  Air  Carriers 

Many  of  the  comments  by  foreign  air 
carriers  discussed  various  general  issues 
about  the  proposed  rule.  The  foreign 
carriers  argued  that  the  Board  may  not 
act  to  modify  the  terms  of  their  permits 
without  a  hearing.  The  Board  disagrees. 

It  is  legal  and  proper  to  use  informal 
rulemaking  procedures  to  impose  rules 
of  general  applicability  on  all  carriers 
for  operation  in  air  transportation.  No 
distinction  is  made  between  rules  for 
U.S.  or  for  foreign  air  carriers.  The 
carriers  have  had  full  opportunity  to 
comment  on  the  proposal.  Only  in  those 
cases  where  there  is  a  controverted 
issue  of  fact  that  cannot  be  resolved 
without  an  evidentiary  type  of  hearing 
might  a  full-scale  hearing  be  needed. 
There  are  no  such  issues  in  this  case, 
and  no  dispute  about  a  material  fact. 

Nor  is  the  rule  adopted  here  an 
adjudication  of  operating  authority  that 
may  require  a  formal  hearing.  The  Board 
in  the  past  has  used  informal  rulemaking 
procedures  to  amend  foreign  air  carriers’ 
permits  when  adopting  a  rule  of  general 
applicability.  The  Board  thus  has  the 
authority  to  use  rulemaking  procedures 
to  adopt  this  rule  and  to  apply  it  to 
foreign  air  carriers. 

Several  foreign  carriers  also  argued 
that  the  proper  way  to  make  this  change 
is  through  the  bilateral  process.  While 
bilateral  agreements  do  not  contemplate 
unilateral  alterations  in  air  transport 
rights  bargained  for  and  agreed  upon,  ~ 
they  do  contemplate  that  such  rights  be 
exercised  in  accordance  with  non- 
discriminatory  law  and  rules  applicable 
to  all  air  carriers,  whether  foreign  or 
domestic.  In  this  case  the  rules  adopted 
here  apply  equally  to  both  U.S.  and 
foreign  air  carriers.  For  this  reason,  the 
Board  does  not  believe  that  the  rule 
alters  any  bilateral  agreement  or  that 
the  bilateral  process  is  required  to  be 
used  in  this  case. 

The  two  remaining  issues  discussed 
by  the  foreign  carrier  commenters 
concerned  the  relationship  of  the  rule  to 
the  Warsaw  Convention  limits  on 
liability  and  whether  the  show  cause 
order  (Order  80-1-176,  dated  January  28, 
1980)  adopted  contemporaneously  with 
EDR-395  applied  to  all  foreign  air  carrier 
permits  even  if  a  permit  does  not  now 
contain  an  insurance  condition.  The 
foreign  carriers  commented  that  the 
proposed  rule  is  unneeded  because  the 
Warsaw  Convention,  as  modified  by  the 
1966  Montreal  Agreement  among 
carriers,  sets  maximum  liability  of 
carriers  at  $75,000,  much  lower  than  the 
proposed  $300,000  minimum  coverage. 
As  the  Board  stated  in  EDR-395,  the 


Warsaw  Convention  does  not  preclude 
the  United  States  from  providing 
assurance  of  a  minimum  source  of 
compensation  through  insurance  for 
payment  of  amounts  where  carriers  are 
found  liable,  even  if  such  liability  is 
limited  by  the  Convention,  or  for 
situations  where  recoveries  are  not 
barred  by  the  Convention.  There  are 
many  situations  where  the  liability 
limits  of  the  Warsaw  Convention  do  not 
apply  such  as  willful  misconduct  (Art 
25),  nondelivery  of  a  ticket  or  the 
omission  of  required  notices  in  the  ticket 
(Art.  3),  or  transportation  to  a  country 
not  party  to  the  Convention  (regardless 
of  the  nationality  of  the  carrier).  The 
Convention  limits  are  of  doubtful 
applicability  often  enough  that  the 
average  settlements  in  U.S.  Warsaw 
cases  are  substantially  above  the 
$75,000  limit  provided  for  under  the 
Montreal  Agreement.  Moreover,  certain 
carriers  have  agreed  to  passenger 
liability  limits  higher  than  provided  for 
under  the  Montreal  Agreement,  and 
under  Article  22(1)  any  air  carrier  may 
agree  to  higher  limits  at  any  time. 

This  rule  does  not  override  the 
Convention,  but  rather  complements  it 
by  providing  a  source  of  compensation 
that  will  be  available  for  recoveries  or 
settlements  that  come  within  the 
Convention  limit  or  that  exceed  the 
limits  applicable  under  the  Montreal 
Agreement.  Therefore,  the  Board  is  not 
persuaded  that  this  rule  would  be 
inconsistent  with  the  Warsaw 
Convention  as  modified  by  the  Montreal 
Agreement,  or  that  the  Convention  and 
Agreement  obviate  the  need  for  the  rule. 

The  foreign  carriers  further  argued 
that  the  Guatemala  Protocol,  which 
would  amend  the  Warsaw  Convention, 
prohibits  this  type  of  required  insurance 
coverage.  The  Protocol  states  that  no 
system  to  supplement  the  compensation 
payable  to  claimants  under  the 
Convention  may  be  established,  unless 
among  other  things  it  imposes  no 
financial  or  administrative  burden,  other 
than  collecting  passenger  contributions, 
on  the  carriers.  The  foreign  carrier 
commenters  argued  that  the  proposed 
rule  would  violate  this  provision.  As  the 
commenters  mentioned,  the  United 
States  has  signed  the  Guatemala 
Protocol,  but  has  not  ratified  it.  It 
therefore  is  not  yet  in  effect  for  United 
States  traffic.  In  any  event  this  rule  does 
not  provide  for  compensation 
supplemental  to  that  provided  for  in  the 
Convention,  but  rather  merely  gives  an 
assurance  of  minimum  funds  available 
for  payment  of  recoveries  permitted 
under  the  convention  or  otherwise. 

The  Senate  Foreign  Relations 
Committee  currently  is  considering 


ratification  of  Montreal  Protocol  No.  3 
(which  incorporates  the  Guatemala 
Protocol).  Further,  there  is  pending 
before  the  Board  in  Docket  28713  a 
Supplemental  Compensation  Plan  that 
would  supplement  the  $116,000  limit  on 
carrier  liability  under  the  Protocol  to 
approximately  $316,000.  If  this  Plan  did 
ultimately  come  into  force,  the  current 
insurance  requirements  above  the 
$116,000  carrier  liability  might  be 
duplicative  of  the  additional  $200,000 
coverage  provided  under  the 
Supplemental  Compensation  Plan. 
However,  the  entry  into  force  of  the 
Protocols,  as  well  as  the  Supplemental 
Compensation  Plan,  requires  ratification 
by  some  29  countries  in  addition  to  the 
United  States.  Thus,  even  if  the  Senate 
does  ratify  the  Protocols  and  the  Board 
does  approve  the  Supplemental 
Compensation  Plan,  it  might  be  several 
years  before  this  program  becomes 
effective.  The  Board  could  then 
reconsider  the  required  insurance 
coverage  in  view  of  the  amended 
Warsaw  Convention  and  the  added 
Supplemental  Compensation  Plan. 

Some  foreign  carriers  argued  that 
Order  80-1-176,  proposing  to  add  a  new 
insurance  condition  to  their  permits 
consistent  with  this  rule,  does  not  by  its 
terms  apply  to  those  permits  that  do  not 
now  have  any  insurance  condition 
attached  to  them.  We  disagree.  The  rule 
clearly  applies  to  all  foreign  carriers  for 
their  operations  to  and  from  the  United 
States,  as  authorized  by  foreign  qir 
carrier  permits.  The  show  cause  order 
implements  this  rule.  A  reading  of  the 
order  in  its  entirety  makes  clear  that  the 
addition  of  a  new  condition  to  a  foreign 
air  carrier  permit  to  implement  the 
Board’s  rule  is  meant  to  apply  whether 
the  “new”  condition  would  be  an 
entirely  new  condition  or  a  revision  of 
an  existing  condition.  The  Board  is 
therefore  making  final  its  proposal  in 
Order  80-1-76,  and  will  ensure  that  all 
foreign  air  carrier  permits  contain  an 
insurance  condition  consistent  with  the 
rule  adopted  today. 

Cargo  Liability  Insurance 

The  main  objections  to  our  proposed 
cargo  liability  disclosure  requirement 
were  that  it  required  the  amount  of 
insurance  to  be  disclosed  and  that  it 
was  required  on  too  many  documents. 
The  Board  has  changed  its  rule 
accordingly.  Only  the  existence  or 
absence  of  cargo  liability  insurance 
need  be  disclosed,  instead  of  the 
amounts  of  insurance.  The  carrier  still 
has  to  disclose  any  limit  on  its  liability, 
such  as  a  per-pound  amount,  that  it 
imposes  on  the  shipper.  Disclosure  is 
only  required  on  airwaybills  and  rate 
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sheets,  which  are  the  documents  most 
looked  at  by  the  shipper  either  before 
the  shipping  decision  is  made  or  when 
the  shipment  is  given  to  the  carrier.  The 
'  Board  believes  that  these  modifications 
meet  the  objections  of  the  carriers, 
preserving  confidential  information  and 
lessening  the  number  of  documents  on 
which  the  notice  is  needed,'  while  still 
giving  the  shipper  information  critical  to 
making  an  informed  decision  on 
whether  to  ship  on  a  certain  carrier  and 
whether  to  purchase  additional 
insurance.  The  need  for  requiring 
disclosure  of  this  information  is 
heightened  by  the  fact  that  cargo 
carriers  are  not  required  by  the  Board  to 
have  cargo  insurance. 

Other  Rule  Amendments 

Contemporaneously  with  adoption  of 
this  rule,  conforming  amendments  are 
being  made  in  Parts  208,  291,  and  298. 

On  a  related  matter,  we  plan  to  issue  in 
the  near  future  a  notice  of  proposed 
rulemaking  to  require  all  U.S. 
certificated  carriers  to  become 
signatories  to  the  1966  Montreal 
Agreement,  increasing  the  Warsaw 
Convention  liability  limits  from  $10,000 
to  $75,000.  All  foreign  air  carriers  and 
the  older  U.S.  certificated  carriers  are 
already  signatories,  but  some  of  the 
more  recently  certificated  U.S.  carriers 
are  not. 

Accordingly,  the  Board  amends  14 
CFR  Chapter  II  by  adding  a  new  Part  205 
to  read: 

PART  205— AIRCRAFT  ACCIDENT 
LIABILITY  INSURANCE 

Sec. 

205.1  Purpose. 

205.2  Applicability. 

205.3  Basic  requirements. 

205.4  Filing  of  evidence  of  insurance. 

205.5  Minimum  coverage. 

205.6  Prohibited  exclusions  of  coverage. 

205.7  Cancellation,  withdrawal, 
modification,  expiration,  or  replacement 
of  insurance  coverage. 

205.8  Cargo  liability  disclosure  statement 
Authority:  Secs.  204,  401,  403,  416,  418,  419, 

Pub.  L  85-726,  as  amended,  72  Stat  743,  757, 
771;  92  Stat.  1284;  1732;  48  U.S.C,  1324, 1371, 
1372, 1386, 1388, 1389. 

§  205.1  Purpose. 

This  part  contains  the  rules  for 
aircraft  accident  liability  insurance 
coverage  needed  by  certain  U.S.  direct 
air  carriers  to  obtain  or  to  exercise 
authority  from  the  Board  to  operate  in 
interstate,  overseas,  or  foreign  air 
transportation,  and  by  foreign  air 
carriers  to  operate  under  permit  or  other 
authority  in  foreign  air  transportation.  It 
further  requires  a  disclosure  statement 
to  shippers  about  cargo  liability  limits 


and  insurance  coverage  for  U.S.  and 
foreign  direct  air  carriers. 

§  205.2  Applicability. 

These  rules  apply  to  all  U.S.  and 
foreign  direct  air  carriers,  except  for  air 
taxi  operators  that  are  not  commuter 
carriers,  and  those  that  are  commuter 
carriers  only  by  virtue  of  carrying  mail 
under  §  298.2(f)(1)  of  this  chapter. 

§  205.3  Basic  requirements. 

(a)  A  U.S.  or  foreign  direct  air  carrier 
shall  not  engage  in  air  transportation 
unless  it  has  in  effect  aircraft  accident 
liability  insurance  coverage  that  meets 
the  requirements  of  this  part  for  its  air 
carrier  or  foreign  air  carrier  operations. 
The  minimum  amounts  of  coverage 
required  by  this  part  may  be  provided 
either  by  insurance  policies  or  by  self- 
insurance  plans.  The  currently  effective 
policy  of  insurance  or  self-insurance 
plan  shall  be  available  for  inspection  by 
the  Board  at  the  carrier’s  principal  place 
of  business.  The  current  certificate  of 
insurance  or  summary  of  self-insurance 
plan  on  file  with  the  Board,  as  required 
by  §  205.4,  shall  be  available  for  public 
inspection  at  the  carrier’s  principal 
place  of  business. 

(b)  For  purposes  of  this  part,  a 
certificate  of  insurance  is  one  or  more 
certificates  showing  insurance  by  one  or 
more  insurers  (excluding  reinsurers)  of 
currently  effective  and  properly 
endorsed  policies  of  aircraft  accident 
liability  insurance  in  compliance  with 
this  part.  When  more  than  one  such 
insurer  is  providing  coverage,  the  limits 
and  types  of  liability  assumed  by  each 
insurer  (excluding  reinsurers)  shall  be 
clearly  stated  in  the  certificate  of 
insurance.  Insurance  policies  and  self- 
insurance  plans  named  in  a  certificate  of 
insurance  that  accompanies  an 
application  for  initial  registration  or  for 
operating  authority  shall  become 
effective  not  later  than  the  proposed 
starting  date  for  air  carrier  operations  as 
shown  in  the  application. 

(c)  The  certificate  of  insurance  shall 
list  die  types  or  classes  of  aircraft,  or  the 
specific  aircraft  by  FAA  or  foreign 
government  registration  number,  with 
respect  to  which  the  policy  of  insurance 
applies,  or  shall  state  that  the  policy 
applies  to  all  aircraft  owned  or  operated 
by  the  carrier  in  its  air  transportation 
operations.  With  respect  to  certificates 
of  insurance  that  list  aircraft  by 
government  registration  number,  the 
policy  or  self-insurance  plan  shall  state 
that,  while  an  aircraft  owned  or  leased 
by  the  carrier  and  declared  in  the  policy 
is  withdrawn  from  normal  use  because 
of  its  breakdown,  repair,  or  servicing, 
such  insurance  as  is  provided  by  the 
policy  or  plan  for  that  aircraft  shall 


apply  also  to  another  aircraft  of  similar 
type,  horsepower,  and  seating  capacity, 
whether  or  not  owned  by  the  insured, 
while  temporarily  used  as  a  substitute 
aircraft. 

(d)  Each  certificate  of  insurance  shall 
be  signed  by  an  authorized  officer, 
agent,  or  other  representative  of  the 
insurer  or  the  insurance  broker. 

(e)  Insurance  coverage  to.  meet  the 
requirements  of  this  part  shall  be 
obtained  from  one  or  more  of  the 
following:  (1)  an  insurer  licensed  to 
issue  aircraft  accident  liability  policies 
in  any  State,  Commonwealth,  or 
Territory  of  the  United  States,  or  in  the 
District  of  Columbia;  (2)  surplus  line 
insurers  named  on  a  current  list  of  such 
insurers  issued  and  approved  by  the 
insurance  regulatory  authority  of  any 
State,  Commonwealth,  or  Territory  of 
the  United  States  or  of  the  District  of 
Columbia;  or  (3)  insurers  licensed  or 
approved  by  a  foreign  government.  This 
requirement  may  be  waived  by  the 
Board  in  the  public  interest. 

9  205.4  Filing  of  evidence  of  insurance. 

(a)  A  U.S.  air  carrier  shall  file  a 
certificate  of  insurance  or  summary  of  a 
plan  for  self-insurance  with  the  Board’s 
Special  Authorities  Division,  Bureau  of 
Domestic  Aviation.  A  foreign  air  carrier 
shall  file  such  a  certificate  or  summary 
with  the  Board’s  Regulatory  Affairs 
Division,  Bureau  of  International 
Aviation.  If  this  requirement  is  met  by  a 
self-insurance  plan,  the  carrier  shall  file 
the  complete  self-insurance  plan  with 
the  Board’s  Bureau  of  Carrier  Accounts 
and  Audits.  Each  carrier  shall  ensure 
that  the  evidence  filed  with  the  Board  of 
aircraft  accident  liability  coverage  is 
correct  at  all  times.  The  Board  will 
normally  notify  the  carrier  within  20 
days  of  receipt  if  the  coverage  or  plan 
does  not  meet  the  requirements  of  this 
part.  The  Certificate  of  Insurance,  CAB 
Form  205-A,  for  U.S.  air  carriers  and  for 
foreign  air  carriers,  is  available  from  the 
Board's  Publications  Services  Division, 
Washington,  D.C.  20428.  The  Board  may 
return  the  certificate  or  self-insurance 
plan  to  the  carrier,  if  it  finds  for  good 
cause  that  such  plan  or  certificate  does 
not  show  adequate  evidence  of 
insurance  coverage  under  this  part. 

(b)  If  the  coverage  is  by  type  or  class 
of  aircraft  or  by  specific  aircraft, 
endorsements  that  add  previously 
unlisted  aircraft  or  aircraft  types  or 
classes  to  coverage,  or  that  delete  listed 
aircraft,  types,  or  classes  from  coverage, 
shall  be  filed  with  the  Board's  Special 
Authorities  Division,  Bureau  of 
Domestic  Aviation,  when  the  insured  is 
a  U.S.  air  carrier,  or  with  the  Board's 
Regulatory  Affairs  Division,  Bureau  of 
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International  Aviation  when  the  insured 
is  a  foreign  air  carrier,  not  more  than  30 
days  after  the  effective  date  of  the 
endorsements.  Aircraft  shall  not  be 
listed  in  the  carrier’s  operations 
specifications  with  the  FAA  and  shall 
not  be  operated  unless  liability 
insurance  coverage  is  in  force. 

(c)  When  the  insured  air  carrier  is  a 
commuter  carrier  operating  in  the  State 
of  Alaska,  certificates  and 
endorsements  shall  be  filed  with  the 
Board’s  Alaska  Field  Office,  701  C 
Street,  Box  27,  Anchorage,  Alaska  99513. 

§  205.5  Minimum  coverage. 

(a)  Insurance  contracts  and  self- 
insurance  plans  shall  provide  for 
payment  on  behalf  of  the  carrier,  within 
the  specific  limits  of  liability  in  this 
section,  of  all  sums  that  the  carrier  shall 
become  legally  obligated  to  pay  as 
damages,  excluding  any  deductible  in 
the  policy,  for  bodily  injury  to  or  death 
of  a  person,  or  for  damage  to  property  of 
others,  resulting  from  the  carrier’s 
operation  or  maintenance  of  aircraft  in 
air  transportation  provided  under  its 
authority  from  the  Board. 

(b)  Insurance  meeting  the 
requirements  of  this  part  for  all  U.S.  or 
foreign  direct  air  carriers  shall  be  third- 
party  aircraft  accident  liability  coverage 
for  bodily  injury  to  or  death  of  persons, 
including  nonemployee  cargo 
attendants,  other  than  passengers,  and 
for  damage  to  property,  with  minimum 
limits  of  $300,000  for  any  one  person  in 
any  one  occurrence,  and  a  total  of 
$20,000,000  per  involved  aircraft  for  each 
occurrence,  except  that  for  aircraft  of 
not  more  than  60  seats  or  18,000  pounds 
maximum  payload  capacity,  carriers 
need  only  maintain  coverage  of 
$2,000,000  per  involved  aircraft  for  each 
occurrence. 

(c)  All  U.S.  or  foreign  direct  air 
carriers  carrying  passengers  in  air 
transportation  shall  in  addition  to  the 
coverage  required  in  paragraph  (a)  of 
this  section  maintain  aircraft  accident 
liability  insurance  coverage  for  bodily 
injury  to  or  death  of  aircraft  passengers, 
with  minimum  limits  of  $300,000  for  any 
one  passenger,  and  a  total  per  involved 
aircraft  for  each  occurrence  of  $300,000 
times  75  percent  of  the  number  of 
passenger  seats  installed  in  the  aircraft. 

(d)  Notwithstanding  paragraphs  (a) 
and  (b)  of  this  section,  the  carrier  may 
be  insured  for  a  combined  single  limit  of 
liability  for  each  occurrence.  The 
combined  single-limit  coverage  must  be 
not  less  than  the  combined  required 
minimums  for  bodily  injury  and  property 
damage  coverage  under  paragraph  (a), 
plus  the  total  passenger  coverages 
required  under  paragraph  (b),  for  each 
occurrence.  The  single-limit  liability 


policy  for  the  required  aircraft  accident 
liability  coverage  may  be  provided  by  a 
single  policy  or  by  a  combination  of- 
primary  and  excess  policies. 

(e)  The  liability  coverage  shall  not  be 
contingent  upon  the  financial  condition, 
solvency,  or  freedom  from  bankruptcy  of 
the  carrier.  The  limits  of  the  liability  for 
the  amounts  required  by  this  part  shall 
apply  separately  to  each  occurrence. 

Any  payment  made  under  the  policy  or 
plan  because  of  any  one  occurrence 
shall  not  reduce  the  coverage  for 
payment  of  other  damages  resulting 
from  any  other  occurrence. 

(f)  Notwithstanding  paragraphs  (b) 
and  (c)  of  this  section,  Canadian  charter 
air  taxi  operators  registered  under  Part 
294  shall  maintain  the  following 
coverage: 

(1)  Canadian  charter  air  taxi  operators 
engaging  in  charter  air  service  under 
Part  294  shall  maintain  third-party 
aircraft  accident  liability  coverage  for 
bodily  injury  to  or  death  of  persons, 
including  nonemployee  cargo 
attendants,  other  than  passengers,  and 
for  damage  to  property,  with  a  minimum 
coverage  of  $75,000  for  any  one  person 
in  any  one  occurrence,  and  a  total  of 
$2,000,000  per  involved  aircraft  for  each 
occurrence,  except  that  Canadian 
charter  air  taxi  operators  operating 
aircraft  of  more  than  60  seats  or  18,000 
pounds  maximum  cargo  payload 
capacity  shall  maintain  coverage  for 
those  aircraft  of  $20,000,000  per  involved 
in  aircraft  for  each  occurrence. 

(2)  Canadian  charter  air  taxi  operators 
engaging  in  charter  air  service  under 
Part  294  shall  in  addition  to  the  coverage 
required  in  paragraph  (f)(1)  of  this 
section  maintain  aircraft  accident 
liability  coverage  for  bodily  injury  to  or 
death  of  aircraft  passengers,  with  a 
minimum  coverage  of  $75,000  for  any 
one  passenger  and  a  total  per  involved 
aircraft  for  each  occurrence  of  $75,000 
times  75  percent  of  the  total  number  of 
passenger  seats  installed  in  the  aircraft. 

(3)  Coverage  under  this  paragraph 
may  be  obtained  with  a  combined  single 
limit  as  specified  in  paragraph  (d)  of  this 
section,  applying  the  amounts  of 
coverage  stated  in  this  paragraph. 

§  205.6  Prohibited  exclusions  of  coverage. 

(a)  No  warranty  or  exclusion  in  the 
policy  or  plan  or  in  any  endorsement  or 
amendment  to  the  policy  or  plan,  nor 
any  violation  of  the  policy  or  plan  by  the 
carrier,  shall  remove  the  liability 
coverage  required  by  this  part,  except  as 
specifically  approved  by  the  Board.  This 
requirement  shall  not  limit  the  right  of 
insurers  to  recover  from  the  carrier  for 
amounts  paid. 

(b)  A  policy  of  insurance  or  a  self- 
insurance  plan  required  by  this  part 


shall  not  contain  the  following 
exclusions: 

.  (1)  Violation  of  any  safety-related 
requirement  imposed  by  statute  or  by 
rule  of  a  government  agency. 

(2)  Liability  assumed  by  the  carrier 
under  an  agreement  to  raise  the  liability 
limitations  of  the  Warsaw  Convention 
by  signing  a  counterpart  to  the 
agreement  of  carriers  (such  as  the 
Montreal  Agreement,  CAB  18900,  as 
approved  by  Board  Order  E-23680,  May 
13, 1966,  agreeing  to  a  limit  on  the 
carrier’s  liability  for  injury  or  death  of 
passengers  of  $75,000  per  passenger),  or 
any  amendment  to  such  agreement  that 
may  be  approved  by  the  Board  and  to 
which  the  carrier  becomes  a  party. 

§  205.7  Cancellation,  withdrawal, 
modification,  expiration,  or  replacement  of 
insurance  coverage. 

(a)  Each  policy  of  aircraft  accident 
liability  insurance  and  plan  for  self 
insurance  shall  specify  that  it  shall 
remain  in  force,  and  may  not  be 
replaced,  canceled,  withdrawn,  or  in 
any  way  modified  to  reduce  the 
minimum  standards  set  forth  in  this  part, 
or  to  change  the  extent  of  coverage,  by 
the  insurer  or  the  carrier,  nor  expire  by 
its  own  terms,  in  regard  to  coverage  for 
the  carrier  in  its  common  carrier 
operations  in  air  transportation,  until  10 
days  after  written  notice  by  the  insurer 
(in  the  event  of  replacement,  by  the 
retiring  insurer),  or  by  the  insurer's 
representative,  or  by  the  carrier, 
describing  the  change,  to  the  Board’s 
Special  Authorities  Division,  Bureau  of 
Domestic  Aviation,  when  the  insured  is 
a  U.S.  air  carrier,  or  to  the  Board’s 
Regulatory  Affairs  Division,  Bureau  of 
International  Aviation  when  the  insured 
is  a  foreign  air  carrier,  or  when  the 
insured  is  a  commuter  carrier  operating 
in  Alaska,  to  the  Board’s  Alaska  Field 
Office  (Box  27,  701  C  Street,  Anchorage, 
Alaska  99513),  which  10-day  notice 
period  shall  start  to  run  from  the  date 
such  notice  is  actually  received  at  the 
Board.  For  purposes  of  this  part,  a  policy 
will  not  be  considered  to  have  expired  if 
the  same  insurer  renews  its  coverage 
without  reduction  in  the  extent  of 
coverage  or  amounts  of  coverage,  and 
without  a  break  in  coverage,  whether  or 
not  a  new  policy  is  issued,  and  notice  to 
the  Board  is  not  required  in  that  event.  If 
the  coverage  being  changed  is  by  type  oi 
class  of  aircraft  or  by  specific  aircraft, 
endorsements  adding  or  deleting 
specific  aircraft  or  types  or  classes  of 
aircraft,  for  which  prior  notice  would  be 
required  by  this  paragraph,  shall  be  filed 
in  accordance  with  §  205.4(b),  and  prior 
notice  of  the  change  need  not  be  given 
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under  this  paragraph. 

(b)  The  requirements  of  this  section 
shall  not  apply  if  the  policy  contains  a 
lesser  time  period  for  cancellation  in  a 
war  risk  exclusion.  If  the  war  risk 
exclusion  is  activated  by  the  insurer,  the 
insurer  or  its  representative  shall 
immediately  notify  the  Board. 


§  205.8  Cargo  liability  disclosure 
statement 

Every  direct  U.S.  or  foreign  air  carrier 
providing  air  cargo  service  in  air 
transportation  shall  give  notice  in 
writing  to  the  shipper,  when  a  shipment 
is  accepted,  of  the  existence  or  absence 
of  cargo  liability  accident  insurance,  and 


of  the  limits  on  the  extent  of  its  liability, 
if  any.  The  notice  shall  be  clearly  and 
conspicuously  included  on  or  attached 
to  all  of  its  rate  sheets  and  airwaybills. 

By  the  Civil  Aeronautics  Board. 

Phyllis  T.  Kaylor, 

Secretary. 
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APPENDIX  A 


B.  The  aircraft  covered  by  this  policy  are  LARGE  AIRCRAFT  (i.e.,  with  more  than 
60  seats  or  with  a  maximun  payload  capacity  of  store  than  lF, 000  pounds) 
(Check  separate  or  combined  coverage  as  appropriate): 


/  7  Separate  coverages: 

Policy  No.  Type  of  Liability 

Combined  Bodily  Injury 
(Excluding  Passengers 
other  than  cargo  attend¬ 
ants)  and  Property 
Damage  Liability 

Passenger  Bodily  Iqjury 
Liability 


/  /  Combined  coverage: 


Mininmi  Limit _ 

Each  Person  Each  Occurrence 


$300,000 


$300,000 


$20,000,000 


$  300,000  x 

751  of  total 
nunbeT  of 
passenger  seats 
installed  in 
the  aircraft 


This  combined  coverage  is  a  single  limit  of  liability  for  each  occurrence  at 
least  equal  to  the  required  minimus  stated  above  for  bodily  injury  excluding 
passengers,  passenger  bodily  injury,  and  property  damage. 


Policy  No. 


Amount  of  Coverage 


This  policy  covers  CARGO  operations  only  and  excludes  passenger  liability 
insurance. 


3.  The  policy  or  policies  listed  in  this  certificate  insure  (Check  one): 
/  /  Operations  conducted  with  aircraft  operated  by  the  Insured 
/  /  Operations  conducted  with  the  following  types  of  aircraft: 


/  7  Operations  with  the  following  aircraft: 


FAA  or  Foreign 
Flag  Registration 
No. 


Manufacturer's 

_ TVl* 


FAA  or  Foreign 
Flag  Registration 
No. 


Manufacturer's 
_ _ 


4.  Each  policy  listed  in  this  certificate  meets  or  exceeds  the  requirements  in 
14  CFR  Part  205. 


(Name  of  Insurer) 


Data: 


By: 


(Name  of  Broker,  if  applicable) 


>Hrass  'of  Brokef  r 


(Officer  or  authorized  representative  o l 
insurer  or  broker) 


TfL'NG  INSTRUCT  I ONST  An  original  of  this  fora  is  to  be  filed  with  the  Civil  Aeronautics 
Board,  Washington,  D.C.  20428.  For  U.S.  air  carriers,  the  fora  should  be  submitted 
to  the  attention  of  the  Special  Authorities  Division;  for  foreign  air  carriers,  the  form 
should  be  submitted  to  the  attention  of  the  Regulatory  Affairs  Division. 
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Appendix  B — Commenters 

D.  37531 

Flight  Line,  Inc. 

Horgus  Aviation 
Tri-State  Flite  Services 
Pacific  Air  Services 
Antlers  Aviation 
Central  Utah  Aviation 
Prime  Computer,  Inc. 

Waite  &  Company 

Finley  Flying  Service 

Martin  Flying  Service 

Montana  Aviation  Trades  Association 

National  Aviation  Underwriters 

Sandpoint  Aviation 

North  Dakota  Aeronautics  Commission 

Aviation  Consumer  Action  Project 

Cayman  Airways,  Ltd. 

Merritt  Island  Air  Service,  Inc. 

Noland  Decote  Flying  Service,  Inc. 

Association  of  Trail  Lawyers  of  America 
Castle  Aero  Club,  Inc. 

Pro  Air  Services 

American  Flag  Airlines,  Inc.  , 

Colorado  City  Aero,  Inc. 

Pirate  One,  Inc. 

Frank  E.  Soldwedel 

State  of  Montana  Aeronautics  Board 

Wien  Air  Alaska,  Inc. 

Gregory  F.  Hill 

Lloyd's  Insurance  Brokers’  Committee 
Pro  Aviation 

National  Air  Transportation  Association 
U.S.  General  Counsel  for  the  Underwriters  at 
Lloyds’,  London 
Aero  Charter  Corporation 
CP  Air 

U.S.  Department  of  justice 
International  Air  Transport  Association  on 
behalf  of:  Air  France,  Air  New  Zealand. 
British  Caledonian  Airways,  Ltd.,  CP  Air. 
Czechoslovak  Airlines,  Deutsche 
Lufthansa,  Finnair,  KLM  Royal  Dutch 
Airlines,  Olympic  Airways,  Pakistan 
International  Airlines,  Qantas  Airways. 

Ltd.,  SABENA  Belgian  World  Airlines. 

Saudi  Arabian  Airlines,  Swissair,  TAP-Air 
Portugal,  Union  de  Transports  Aeriens, 
VARIG  Brazilian  Airlines,  Aerlinte,  El  A1 
Israel  Airlines,  Air  Afrique,  Air  Canada. 
Iberia,  AVIANCA,  and  Nigeria  Airways 
Lake  Mead  Air 

TACA  International  Airlines,  S.A. 
joint  Comments  of:  Transportes  Aereos 
Nacionales,  S.A.,  Servicios  Aereos  de 
Honduras,  S.A.,  Empresa  Guatemalteca  de 
Aviacion,  Internacional  de  Aviacion,  S.A., 
LLAT  (1974)  Ltd.,  and  Lloyd  Aero  Bolivians 
joint  comments  of:  VARIG,  S.A.,  and 
Scandinavian  Airlines  System  SABENA 
Belgian  World  Airlines 
Air  India 

joint  comments  of:  Aerolineas  Argentines 
and  Veneazolana  Internacional  de 
Aviacion,  S.A. 

Alitalia 

American  Airlines,  Inc. 

Association  of  Independent  Aviation  Insurers 
Aviation  Insurance  Ofices'  Association 
Braniff  International 

Commuter  Airline  Association  of  America 
Compagne  Nationale  Air  France 
Royal  Air  Maroc 

Crum  &  Foster  Insurance  Companies 


Frontier  Airlines 

japan  Air  Lines  Company,  Ltd. 

Lufthansa  German  Airlines 
Luftransport  Unternehmen  KG 
Montana  Flugbetriebsgesellschaft  M.b.h. 
National  Industrial  Traffic  League 
Ozark  Air  Lines 
Pakistan  International  Airlines 
Pan  American  World  Airways,  Inc. 
Philippine  Airlines,  Inc. 

Reinsurance  Association  of  America 
Scandinavian  Airlines  System 
Seaboard  World  Airlines 
Singapore  Air  Lines 
Majors  Aviation  Service,  Inc. 

SerVair  Accessories,  Inc. 

McCausland  Aviation,  Inc. 

Dr.  Charles  P.  Nicholson,  Jr. 

H.  W.  Timmons 

National  Aviation  Underwriters 
Albright’s  Flying  Service,  Inc. 

Falcon  Flight 
Dillon  Flying  Service 
Michael  S.  Kobos 
Obie  Flying  Service 
Yellowstone  Air  Service,  Inc. 

Lynch  Flying  Service,  Inc. 

RoberrNuolker 
Norman  E.  Locher 
Joe  Kennedy 
H.  Horgers 
Jack  T.  Terschy 
Bob  Thomas 
Joe  A.  Teyok 
Hamilton  Aviation  . 

Chillicothe  Flying  Service 
Eastern  North  Carolina  Air  Taxi,  Inc. 
Mendel  Flying  Service 
Sawtooth  Realty  Consultants 
Carpet  Capital  Aviation,  Inc. 

Mercy  Flights,  Inc. 

Action  Air 

Kearney  Air  Charter,  Inc. 

Skymac,  Inc. 

Harmon  R.  Helmericks 
Associated  Aviation  Underwriters 
North  Dakota  Aviation  Association 
Guy  J.  Terill 
Edward  G  Nordy 
Sunbird  Aviation 
Russaero  Flying  Servioe,  Inc. 

AVEMCO  Insurance  Company 
Marsh  &  McLennan 
Blue  Sky,  Inc. 

Showalter  Flying  Service,  Inc. 

Air  Charter  Systems 

Charles  W.  Stenholm,  M.C.  (17th-Texas) 

Brown  Bros. 

Aero  Aviation,  Inc. 

Davidson  Air  Service  &  Helicopter 
Moody  Aviation 
Maahs  Flying  Service 
Inland  Aviation,  Inc. 

Crystal  Shamrock 
United  Beechcraft,  Inc. 

ALFA  Aviation 
Northern  Air 
Ozark  Skyways,  Inc. 

Coastal  Air  Service,  Inc. 

Cross  Country  Aviation  Corp. 

Seattle  Flight  Service,  Inc. 

State  Airlines,  Inc. 

Engels  Aircraft,  Inc. 

Cascade  Helicopter,  Inc. 

Rusk  Aviation,  Inc. 

Chico  Aviation,  Inc. 


Tony  Coelho,  M.C.  (15th-Cal.) 

Max  Baucus,  United  States  Senate 
Warren  E.  Hystable 
J.  K.  Crawford 
Buswell  Flying  Service 
Southern  Oregon  Skyways,  Inc. 

Southeastern  Ohio  Air  Service,  Inc. 

Robert  A.  Foutch 
Southwest  Airlines,  Co. 

Swissair 

Trans  World  Airlines 
USAir 

United  Air  Lines 
VARIG,  S.A. 

Worldwide  Facilities,  Inc. 

British  Airways 

El  A1  Israel  Airlines,  Ltd. 

Qantas  Airways,  Ltd. 

British  Caledonian  Airways,  Ltd. 

KLM  Royal  Dutch  Airlines 
Ed  Marshall  Insurance,  Ltd. 

ZOuic  Airlines,  Inc. 

Christopher  C.  Jones 
The  Flying  Tiger  Line,  Inc. 

Joint  Reply  comments  of:  Transportes  Aereos 
Nacionales,  S.A.  Servicios  Aeros  de 
Honduras,  S.A  Empresa  Guatemalteca  de 
Aviacion,  International  de  Aviacion,  S.A., 
LIAT  (1974)  Ltd.,  Lloyd  Aereo  Bolivians, 
S.A.,  and  Air  Jamaica 
Joint  Reply  comments  of:  Aerolineas 
Argentines,  Compania  Mexicana  de 
Aviacion,  S.A.,  Empresa  Ecuatoriana  de 
Aviacion,  Lineas  Aereas  Costarriceuses, 
S.A.,  and  Venezolana  Intemactional  de 
Aviacion,  S.A. 

Transamerica  Airlines,  Inc. 

Federal  Aviation  Administration 
Seagreen  Air  Transport,  Ltd. 

International  Union  of  Aviation  Insurers 
U.S.  Department  of  State 
Ministry  of  Foreign  Affairs,  Government  of 
Pakistan 

IFR  Doc.  81-31012  Filed  10-28-81;  8:45  am| 
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14  CFR  Part  208 

[Regulation  ER-1254;  Docket  37531;  Arndt 
No.  33] 

Terms,  Conditions,  and  Limitations  of 
Certificates  To  Engage  in  Charter  Air 
Transportation 

AGENCY:  Civil  Aeronautics  Board. 
action:  Final  rule. 


summary:  The  CAB  set  standards,  in  a 
rule  adopted  contemporaneously,  for 
minimum  insurance  coverage  for  U.S. 
and  foreign  air  carriers  for  damages  to 
passengers  and  third  parties  because  of 
aircraft  accidents.  This  amendment 
makes  conforming  amendments  to  the 
rules  for  charter  carriers,  requiring  them 
to  comply  with  the  CAB’s  rule  for  all  air 
carriers. 

DATES:  Effective:  February  23, 1982; 
Adopted:  October  13, 1981. 


/ 
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FOR  FURTHER  INFORMATION  CONTACT. 

For  specific  information  on  compliance, 

}.  Kevin  Kennedy,  Special  Authorities 
Division;  (202-673-5918);  for  general 
information,  Joseph  A.  Brooks,  Attorney- 
Advisor,  Office  of  the  General  Counsel; 
(202-673-5442),  Civil  Aeronautics  Board, 
1825  Connecticut  Avenue,  N.W., 
Washington,  D.C.  20428. 

SUPPLEMENTARY  INFORMATION:  A  full 
discussion  of  this  action  is  in  ER-1253, 
adopted  today. 

PART  208— TERMS,  CONDITIONS,  AND 
LIMITATIONS  OF  CERTIFICATES  TO 
ENGAGE  IN  CHARTER  AIR 
TRANSPORTATION 

Accordingly,  the  Civil  Aeronautics 
Board  amends  14  CFR  Part  208,  Terms, 
Conditions,  and  Limitations  of 
Certificates  To  Engage  in  Charter  Air 
Transportation,  as  follows: 

1.  The  authority  for  Part  208  is: 

Authority:  Secs.  101(3),  102,  204, 401, 403, 
404,  407, 411,  416,  417, 1002,  Pub.  L  85-726,  as 
amended,  72  Stat.  737,  740,  743, 754, 758,  760, 
766,  769,  771,  788;  76  Stat.  145;  49  U.S.C.  1301, 
1302, 1324, 1371, 1374, 1377, 1381, 1386, 1387, 
1482. 

2.  All  other  authority  citations  are 
removed. 

3.  Section  208.10  is  amended  by 
removing  paragraphs  (a)  and  (b),  and 
revising  the  section  to  read: 

§  208.10  Applicability  of  NabRtty  insurance 
requirements. 

No  charter  air  carrier  shall  engage  in 
air  transportation  unless  such  carrier 
has  and  maintains  in  effect  aircraft 
accident  liability  coverage  that  meets 
the  requirements  of  Part  205  of  this 
chapter. 

§§208.11—206.15  (Reserved] 

4.  Sections  208.11,  208.12,  208.13, 
208.14,  and  208.15  are  removed  and 
reserved. 

5.  Subpart  A  of  the  Table  of  Contents 
is  amended  to  read' 

Subpart  A— General  Provisions 

Sec. 

***** 

208.11  [Reserved] 

208.12  [Reserved] 

208.13  [Reserved] 

208.14  [Reserved] 

208.15  [Reserved] 

By  the  Civil  Aeronautics  Board. 

Phyllis  T.  Kaylor, 

Secretary. 

[FR  Doc.  81-31013  Filed  10-26-81;  8)46  am] 
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14  CFR  Part  291 

[Docket  37531;  Regulation  ER-1355;  Arndt 
No.  7] 

Domestic  Cargo  Transportation 

agency:  Civil  Aeronautics  Board. 
action:  Final  rule. 

summary:  The  CAB  set  standards,  in  a 
rule  adopted  contemporaneously,  for 
minimum  insurance  coverage  for  U.S. 
and  foreign  air  carriers  for  damages  to 
passengers  and  third  parties  because  of 
aircraft  accidents.  This  amendment 
makes  conforming  changes  to  the  rules 
for  carriers  providing  cargo  service  in 
domestic  air  transportation,  requiring 
them  to  comply  with  the  CAB’s  rule  for 
all  air  carriers. 

DATES:  Effective:  February  23, 1982. 
Adopted:  October  13, 1981. 

FOR  FURTHER  INFORMATION  CONTACT. 

For  specific  information  on  compliance, 

J.  Kevin  Kennedy,  Special  Authorities 
Division  (202-673-5918);  for  general 
information,  Joseph  A.  Brooks,  Attorney- 
Advisor,  Office  of  the  General  Counsel 
(202-673-5442),  Civil  Aeronautics  Board, 
1825  Connecticut  Avenue  NW., 
Washington,  D.C.  20428. 

SUPPLEMENTARY  INFORMATION:  A  full 
discussion  of  this  action  is  in  ER-1253, 
adopted  today. 

PART  291— DOMESTIC  CARGO 
TRANSPORTATION 

Accordingly,  the  Civil  Aeronautics 
Board  amends  14  CFR  Part  291, 
Domestic  Cargo  Transportation,  as 
follows: 

1.  The  authority  for  Part  291  is: 

Authority:  Secs.  102,  204, 401, 407, 408, 416, 
and  418,  Pub.  L  85-726,  as  amended,  72  StaL 
740,  743,  754,  766,  767,  77 1;  91  Stat.  1284;  49 
U.S.C.  1302, 1324, 1371, 1377, 1378, 1386,  and 
1388. 

2.  All  other  authority  citations  are 
removed. 

§291.11  [Amended] 

3.  Paragraph  (c)  of  §  291.11  is  removed 
and  reserved. 

§291.21  [Reserved] 

4.  Section  291.21  is  removed  and 
reserved. 

5.  Section  291.22  is  re-titled  and 
amended  by  removing  paragraphs  (a) 
and  (b),  and  by  revising  the  section  to 
read: 

§  291 .22  Aircraft  accident  liability 
insurance  requirement 

No  air  carrier  shall  operate  all-cargo 
aircraft  or  provide  all-cargo  air  service 
in  domestic  cargo  transportation  unless 
such  carrier  has  and  maintains  in  effect 


aircraft  accident  liability  coverage  that  ~ 
meets  the  requirements  of  Part  205  of 
this  chapter. 

6.  Subpart  C  of  the  Table  of  Contents 
is  amended  to  read: 

Subpert  C— General  Rules  for  Domestic 
Cargo  Transportation 

Sec. 

***** 

291.21  [Reserved] 

291.22  Aircraft  accident  liability  insurance 
requirement. 

*  •  *  *  « 

By  the  Civil  Aeronautics  Board. 

Phyllis  T.  Kaylor, 

Secretary. 

fFR  Doc.  81-31014  Filed  10-28-81;  8:45  am] 
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14  CFR  Part  298 

[Docket  37531;  Regulation  ER-1256;  Arndt 
No.  19] 

Classification  and  Exemption  of  Air 
Taxi  Operators 

AGENCY:  Civil  Aeronautics  Board. 
ACTION:  Final  rule. 

summary:  The  CAB  set  standards,  in  a 
rule  adopted  contemporaneously,  for 
minimum  insurance  coverage  by  U.S. 
and  foreign  air  carriers  for  damages  to 
passengers  and  third  parties  because  of 
aircraft  accidents.  This  amendment 
makes  conforming  changes  to  the  rules 
for  air  taxi  operators  operating  as 
commuters,  requiring  certain  commuter 
carriers  to  comply  with  the  CAB’s  rules 
for  all  air  carriers.  The  insurance  rules 
for  other  air  taxi  operators  are  not 
changed  by  this  rule. 

DATES:  Effective:  February  23, 1982. 
Adopted:  October  13, 1981. 

FOR  FURTHER  INFORMATION  CONTACT 
For  specific  information  on  compliance, 
J.  Kevin  Kennedy,  Special  Authorities 
Division  (202-673-5918);  for  general 
information,  Joseph  A.  Brooks,  Attorney- 
Advisor,  Office  of  the  General  Counsel 
(202-873-5442),  Civil  Aeronautics  Board, 
1825  Connecticut  Avenue,  N.W., 
Washington,  D.C.  20428. 

SUPPLEMENTARY  INFORMATION:  A  full 
discussion  of  this  action  is  in  ER-1253, 
adopted  today. 

PART  298— CLASSIFICATION  AND 
EXEMPTION  OF  AIR  TAXI 
OPERATORS 

Accordingly,  the  Civil  Aeronautics 
Board  amends  14  CFR  Part  298, 
Classification  and  Exemption  of  Air 
Taxi  Operators,  as  follows: 

1.  The  authority  for  Part  298  is: 
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Authority:  Secs.  204, 401, 407, 416, 418,  Pub. 
L.  85-726,  as  amended,  72  Stat.  743,  754, 766, 
771,  91  Stat  1284;  49  U.S.C.  1324. 1371, 1377, 
1366, 1388. 

2.  All  other  authority  citations  are 
removed. 

3.  Paragraph  (a)  of  §  298.41  is  revised 
to  read: 

§  298.41  Basic  requirements. 

(a)  Each  air  taxi  operator,  other  than 
one  classified  as  a  commuter  air  carrier 
by  virtue  of  its  scheduled  service  under 


§  298.2(f)(1),  engaging  in  air 
transportation,  shall  maintain  in  effect 
aircraft  accident  liability  insurance 
coverage  that  complies  with  the 
requirements  of  this  subpart  and  that  is 
evidenced  by  a  currently  effective  policy 
of  insurance,  with  an  attached  standard 
endorsement  available  for  inspection  by 
the  Board  and  the  public  at  its  principal 
place  of  business.  Each  commuter  air 
carrier,  so  classified  by  virtue  of  its 
scheduled  service  under  §  298.2(f)(1), 
engaging  in  air  transportation  shall 


maintain  in  effect  aircraft  accident 
liability  insurance  coverage  that  meets 
the  requirements  of  Part  205  of  this 
chapter.  Evidence  of  such  insurance 
coverage  in  the  form  of  a  certificate  of 
insurance  shall  be  maintained  on  file  at 
the  Board  at  all  times. 
***** 

By  the  Civil  Aeronautics  Board. 

Phyllis  T.  Kaylor. 

Secretary. 

[FR  Doc.  81-31015  Filed  10-28-81;  8:45  amj 
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CIVIL  AERONAUTICS  BOARD 
14  CFR  Parts  205, 294,  and  298 
[Docket  37531 ;  EDR-395B] 

Aircraft  Accident  Liability  Insurance; 
Canadian  Charter  Air  Taxi  Operators; 
Classification  and  Exemption  of  Air 
Taxi  Operators 

Dated:  October  13, 1981. 
agency:  Civil  Aeronautics  Board. 
action:  Supplemental  notice  of 
proposed  rulemaking. 

summary:  The  CAB  is  proposing  to 
revise  its  insurance  requirements  for  on- 
demand  air  taxi  operators  and  for 
Canadian  charter  air  taxi  operators.  The 
present  per-person  minimum  amounts 
would  be  increased  to  $150,000.  In  the 
alternative,  the  CAB  is  proposing  either 
to  eliminate  all  present  insurance 
requirements  for  such  carriers  and  to 
require  a  disclosure  notice  in  their  place, 
or  to  keep  the  present  limits  as  they  are 
now,  eliminating  the  safety-related 
exclusions.  These  proposals  are  a 
revision  of  an  earlier  proposal  for  U.S. 
air  taxi  operators  that  would  have 
increased  the  minimum  amount  of 
$300,000,  and  are  at  the  suggestion  of 
commenters  to  the  previous  notice  of 
proposed  rulemaking.  This  supplemental 
proposal  is  intended  to  reduce  the 
burden  and  compliance  costs  for  on- 
demand  air  taxi  operators  and  for 
Canadian  charter  air  taxi  operators. 
dates:  Comments  by:  December  28, 

1981.  Reply  comments  by:  January  18, 

1982. 

Comments  and  other  relevant 
information  received  after  this  date  will 
be  considered  by  the  Board  only  to  the 
extent  practicable. 

Requests  to  be  put  on  the  Service  List 
by:  November  10, 1981. 

The  Docket  Section  prepares  the 
Service  List  and  sends  it  to  each  person 
listed,  who  then  serves  comments  on 
others  on  the  list 

addresses:  Twenty  copies  of  comments 
should  be  sent  to  Docket  37531,  Civil 
Aeronautics  Board,  1825  Connecticut 
Avenue,  N.W.,  Washington,  D.C.  20428. 
Individuals  may  submit  their  views  as 
consumers  without  filing  multiple 
copies.  Comments  may  be  examined  in 
Room  711,  Civil  Aeronautics  Board,  1825 
Connecticut  Avenue,  N.W.,  Washington, 
D.C.  as  soon  as  they  are  received. 

FOR  FURTHER  INFORMATION  CONTACT. 
For  specific  information  on  compliance, 
for  U.S.  air  taxi  operators,  ].  Kevin 
Kennedy,  Special  Authorities  Division 
(202-673-5918),  or  for  Canadian  charter 
air  taxi  operators,  Richard  Loughlin, 
Chief,  Regulatory  Affairs  Division  (202- 


673-5828);  for  general  information, 

Joseph  A.  Brooks,  Attorney-Advisor, 
Office  of  the  General  Counsel  (202-673- 
5442),  Civil  Aeronautics  Board,  1825 
Connecticut  Avenue,  N.W.,  Washington, 
D.C  20428. 

SUPPLEMENTARY  information:  In  Notice 
of  Proposed  Rulemaking  EDR-395  (45  FR 
7566,  February  4, 1980),  the  Board 
proposed  to  revise  and  update  its 
insurance  requirements  for  all  direct 
U.S.  and  foreign  air  carriers,  and  to  put 
them  in  a  new  consolidated  part  of  its 
regulations  (14  CFR  Part  205).  The 
proposal  would  have  made  the  present 
insurance  requirements  for  on-demand 
air  taxi  operators  (14  CFR  Part  298)  the 
same  as  those  proposed  for  all  U.S.  air 
carriers.  There  would  have  been  no 
exception  for  Canadian  charter  air  taxi 
operators  registered  under  new  Part  294. 
It  would  thus  have  increased  the 
minimum  required  per-person  amounts 
for  U.S.  air  taxi  operators  from  $75,000 
to  $300,000  for  both  passenger  and  third- 
party  coverage.  The  minimum  per- 
occurrence  amounts  would  have  been 
changed.  The  requirements  would  have 
prohibited  most  of  the  coverage 
exclusions  now  permitted  in  U.S.  air  taxi 
operator  policies,  primarily  those  that 
are  safety  related.  The  rule,  with  many 
technical  revisions,  was  adopted 
contemporaneously  with  this  proposal 
(ER-1253)  essentially  as  proposed, 
except  that  it  does  not  apply  to  on- 
demand  air  taxi  operators.  Canadian 
charter  air  taxi  operators  must  maintain 
the  same  per-person  amounts  of 
coverage  as  U.S.  on-demand  air  taxi 
operators.  U.S.  air  taxi  operators  that 
are  commuters  by  virtue  of  their 
scheduled  service,  however,  must 
comply  with  the  new  rule.  The  Board 
received  many  comments  about  its 
proposal,  especially  from  on-demand 
U.S.  air  taxi  operators.  A  list  of  the 
commenters  is  attached  to  the  preamble 
of  the  rule  adopted  today. 

In  their  comments,  on-demand  U.S.  air 
taxis  objected  to  being  required  to  have 
the  same  minimum  amounts  and  to 
follow  the  same  rules  for  liability 
coverage  as  larger,  scheduled  airlines. 
They  argued  that  their  service  is 
distinguishable  from  the  others  based  on 
the  type  of  service,  the  type  and  number 
of  passengers  served,  and  the  type  of 
equipment  operated.  On-demand  air 
taxis  argued  that  while  larger,  scheduled 
airlines  must  accept  passengers  and 
cargo  under  the  terms  of  their  schedules 
or  tariffs,  on-demand  air  taxis  negotiate 
a  separate  contract  with  each  passenger 
for  each  flight  and  settle  on  mutually 
agreeable  terms  and  conditions.  These 
contracts  can,  and  often  do,  include 
liability  coverage  additional  to  that  now 


required  by  the  Board.  Further,  on- 
demand  air  taxis  tend  to  use  small, 
single-engine  aircraft  as  compared  to  the 
multi-engine  and  turbo-prop  aircraft 
operated  by  commuter  and  certificated 
carriers.  Therefore,  they  contend,  while 
damage  awards  and  settlements  well  in 
excess  of  the  current  minimum 
requirements  may  be  the  rule  with 
regard  to  cases  involving  large  carriers, 
claims,  awards  and  settlements  in  those 
accidents  involving  on-demand  air  taxis 
average  approximately  $100,000,  based 
on  a  recent  National  Air  Transportation 
Association  study.  Those  arguments 
would  apply  as  well  to  Canadian  charter 
air  taxi  operators. 

While  a  few  of  these  commenters 
conceded  that  some  increase  in  required 
amounts  might  be  justifiable,  even  those 
commenters  stated  that  the  amount  of 
the  proposed  increase  is  unreasonable. 
On  the  whole,  the  on-demand  air  taxi 
commenters  stated  that  the  proposed 
increase  in  the  minimum  amounts  of 
coverage  and  changes  in  the  exclusions 
would  impose  a  severe  economic  burden 
on  them  and  would  result  in  a  decrease 
in  readily  available  on-demand  air 
transportation,  especially  in  rural  areas 
because  they  could  not  afford  ta 
continiue  operations  with  the  added 
costs  of  such  coverage.  According  to 
those  commenters,  the  cost  of  insurance 
is  second  only  to  that  of  fuel  in  an  on- 
demand  air  taxi  operator’s  fixed  costs.  If 
the  proposed  changes  in  the  Board’s 
rules  were  adopted,  the  on-demand  air 
taxis  estimate  that  the  cost  of  their 
insurance  coverage  would  increase  from 
14  to  200  percent.  This  cost  increase, 
they  content,  would  force  many  small 
carriers  out  of  business,  affecting 
primarily  service  to  small  communities. 

In  view  of  such  comments,  the  Board 
is  proposing  to  require  that  on-demand 
air  taxi  operators  and  Canadian  charter 
air  taxi  operators  follow  the  same 
liability  coverage  rules  as  other  carriers, 
except  that  the  minimum  amount  would 
be  set  at  $150,000  per-person  for  bodily 
injury.  All  other  amounts  and  coverage 
would  be  the  same  as  for  those  carriers 
now  covered  by  Part  205.  As  with 
coverage  required  for  other  carriers, 
safety-related  exclusions  from  coverage 
would  be  excluded.  In  considering 
liability  coverage  rules  for  all  carriers, 
one  of  the  most  difficult  issues  faced  by 
the  Board  is  what  to  do  about  exclusions 
from  coverage.  The  present  exclusions 
allowed  for  U.S.  air  taxi  operators 
remove  the  liability  coverage  in  cases 
where  the  air  taxi  has  violated  safety 
requirements,  has  operated  aircraft 
illegally,  or  has  violated  any  geographic 
restrictions  on  its  operations.  There  are 
no  similar  exclusions  allowed  in  new 
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Part  294  for  Canadian  charter  air  taxi 
operators.  Nor  were  they  allowed  for 
charter  and  all-cargo  carriers  before 
Part  205  was  adopted.  Such  exclusions 
have  the  effect  of  denying  an  injured 
person  a  recovery  if  the  airline’s  assets 
are  not  sufficient  to  pay  the  damages. 
Under  today’s  pro-competitive  and 
deregulatory  policy,  the  only  reason  to 
require  such  a  minimum  source  of 
compensation  for  damages  is  to  provide 
a  sure  source  for  possible  compensation 
if  the  air  taxi  is  found  liable  in  an 
aircraft  accident.  In  the  case  of  on- 
demand  air  taxi  operators,  if  this  source 
of  compensation  is  removed  for  such  a 
reason  whenever  an  air  taxi  violates  a 
safety  requirement  that  results  in  an 
accident,  the  insurance  requirement  is 
not  adequately  protecting  the  public. 

As  the  Board  stated  in  adopting  such 
a  rule  for  other  air  carriers,  the  cost  of 
such  coverage  could  be  reduced  by 
negotiating  with  an  insurer  to  provide 
catastrophic  coverage,  where  the 
insurance  would  only  pay  if  the  net 
asset*  of  the  air  taxi  have  been 
expended.  We  would  particularly  like  to 
have  cost  estimates  from  the  supporters 
of  continued  required  coverage  at  this 
level,  with  the  conditions  set  forth  in 
Part  205  of  the  Board’s  regulations. 

If  insurance  regulation  is  continued 
for  on-demand  air  taxi  operators,  the 
filing  of  certificates  or  other  evidence  of 
coverage  would  be  the  same  as 
proposed  in  EDR-395,  but  as  changed 
and  adopted  in  Part  205.  All  other  terms 
and  conditions  and  requirements  would 
also  be  the  same  as  in  Part  205. 

In  the  context  of  on-demand  air  taxi 
service,  those  commenters  stated  that  a 
deregulated,  free-market  environment 
assumes  that  carriers  and  passengers 
are  fully  capable  of  negotiating 
conditions  of  carriage,  including 
insurance  coverage,  to  meet  their 
respective  needs.  The  carrier  and  the 
passenger  are  better  able  to  assess  the 
amount  of  insurance  necessary  to 
protect  their  interests  than  is  die 
government. 

For  U.S.  air  taxi  operators  and  their 
counterparts,  registered  Canadian 
charter  air  taxi  operators,  providing  only 
on-demand  service,  the  Board  is 
therefore  further  asking  for  comments 
on  eliminating  all  insurance 
requirements.  A  simple  requirement  for 
disclosure  of  the  existence  or  absence  of 
insurance,  as  now  required  for  domestic 
cargo  carriers  in  14  CFR  205.8,  would  be 
required  for  on-demand  U.S.  air  taxi 
operators  and  for  Canadian  charter  air 
taxi  operators  instead  of  required 
standard  coverage. 

As  the  commenters  stated,  on-demand 
air  taxi  service  appears  to  be  different 
from  other  forms  of  air  transportation. 


The  customer  and  the  operator  deal  on 
an  equal  basis,  each  knowing  the  risks 
and  the  costs,  unlike  the  somewhat 
remote  relationship  between  passenger 
and  carrier  in  larger,  scheduled 
operations.  For  this  reason,  insurance 
regulation  of  these  small  carriers  might 
no  longer  serve  a  purpose  sufficient  to 
warrant  a  governmental  presence. 

The  Board  also  requests  comment  on 
whether  the  present  standards,  except 
for  safety-related  exclusions,  should  be 
retained  for  on-demand  air  taxis  and  for 
Canadian  air  taxi  operators.  That  is,  the 
minimum  amounts  of  per  person 
coverage  would  remain  at  $75,000,  and 
other  amounts  would  remain  as  now  in 
Part  298. 

Essential  Air  Service 

If  the  Board  adopts  the  second 
alternative  proposed,  to  eliminate 
insurance  requirements  for  on-demand 
air  taxis,  then  those  air  taxis  that  are  not 
commuters  and  that  provide  essential 
air  service  would  not  be  required  by  the 
government  to  carry  a  specific  amount 
of  insurance.  The  Board  would  like  to 
have  comments  on  whether  all  carriers, 
regardless  of  type  or  size  should  be 
required  to  carry  some  amounttf 
aircraft  accident  liability  insurance.  If 
they  are  so  required,  the  Board  would 
like  comments  on  the  amount  of 
coverage  that  would  be  necessary  as  a 
minimum  source  of  compensation  if  the 
carrier  is  found  liable. 

Initial  Regulatory  Flexibility  Analysis 

The  Regulatory  Flexibility  Act,  Pub.  L 
96-534,  took  effect  on  January  1, 1981. 
The  Act  is  designed  to  ensure  that 
agencies  consider  flexible  approaches  to 
the  regulation  of  small  businesses  and 
other  small  entities  defined  in  the  Act  It 
requires  regulatory  flexibility  analyses 
for  rules  that,  if  adopted  will  have  a 
“significant  economic  impact  on  a 
substantial  number  of  small  entities.” 
Such1  analyses  are  only  required  to  be 
done  for  notices  of  proposed  rulemaking 
issued  after  January  1, 1981.  EDR-395 
was  issued  before  that  date.  No  analysis 
was  included  in  that  notice  of  proposed 
rulemaking.  This  case,  because  of  the 
effect  of  its  supplemental  proposal  on 
on-demand  air  taxi  operators,  most  of 
which  are  small  businesses,  and  the 
possible  secondary  effects  on  the  many 
small  businesses  and  communities  that 
reply  on  these  air  carriers,  requires  an 
initial  regulatory  flexibility  analysis. 

The  analysis  is  required  to  describe 
the  need,  objectives,  legal  basis  for,  and 
flexible  alternatives  to  the  action 
proposed  here.  The  first  three 
requirements  are  met  by  the  discussion 
in  this  supplemental  notice  of  proposed 
rulemaking  and  in  EDR-395.  The  impact 


of  this  proposal  would  be  to  decrease 
insurance  costs  and  to  remove  standard 
insurance  protection  for  passengers  and 
third  parties.  The  proposal  attempts  to 
minimize  the  cost  to  small  air  taxi 
operators  by  reducing  the  required 
minimum  amount  of  coverage  from  the 
earlier  proposal  in  EDR-295.  Since  the 
first  alternative  to  the  existing  rules  is 
designed  to  eliminate  completely  the 
accident  liability  insurance 
requirements  for  on-demand  air  taxi 
operators  and  substitute  a  simple 
disclosure  statement,  there  are  no 
alternatives  to  that  change  that  would 
“minimize  any  significant  impact  of  the 
proposed  rule  on  small  entities.”  The 
last  alternative  would  retain  much  of  the 
status  quo,  and  thus  keep  the  impact  on 
small  entities  low.  There  are  no  Federal 
rules  that  duplicate,  overlap,  or  conflict 
with  the  proposed  rule. 

Proposed  Rule 

The  Civil  Aeronautics  Board  proposes 
to  amend  14  CFR  Part  298,  Classification 
and  Exemption  of  Air  Taxi  Operators, 
and  14  CFR  Part  205,  Aircraft  Accident 
Liability  Insurance,  and  14  CFR  Part 
294,  Canadian  Charter  Air  Taxi 
Operators,  alternatively,  as  follows: 

1.  Section  298.41  of  Part  298  would  be 
amended  by  removing  paragraphs  (a), 
(b),  (c),  and  (d),  and  by  revising  the 
section  to  read: 

§  298.41  Basic  Requirements. 

No  air  taxi  operator  shall  engage  in 
air  transportation  unless  such  carrier 
has  and  maintains  in  effect  aircraft 
accident  liability  coverage  that  meets 
the  requirements  of  Part  205  of  this 
chapter. 

§§  298.37, 298.42, 292.43,  298.44,  and  298.45 
IReserved] 

g  298.3  t Amended] 

2.  Sections  298.37,  296.42,  292.43, 
298.44,  and  298.45,  and  subparagraph  (4) 
of  §  298.3(a),  would  be  removed  and 
reserved. 

3.  Section  205.2  would  be  revised  to 
read: 

§205.2  Applicability. 

These  rules  apply  to  all  U.S.  and 
foreign  direct  air  carriers  that  provide 
air  transportation. 

4.  Section  205.5  would  be  amended  by 
revising  paragraph  (f)  to  read: 

§  205.5  Minimum  coverage. 

***** 

(f)  Notwithstanding  paragraphs  (b) 
and  (c)  of  this  section,  air  taxi  operators 
providing  air  transportation  under  Part 
298  of  this  chapter  that  are  not 
commuters  by  virtue  of  their  schedule 
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service,  and  Canadian  charter  operators 
registered  under  Part  294,  shall  maintain 
the  following  coverage: 

(1)  Air  taxi  operators  and  Canadian 
charter  air  taxi  operators  in  air 
transportation  under  this  paragraph 
shall  maintain  third-party  aircraft 
accident  liability  coverage  for  bodily 
injury  to  or  death  of  persons,  including 
nonemployee  cargo  attendants,  other 
than  passengers,  and  for  damage  to 
property,  with  a  minimum  coverage  of 
$150,000  for  any  one  person  in  any  one 
occurrence,  and  a  total  of  $2,000,000  per 
involved  aircraft  for  each  occurrance, 
except  that  such  carriers  operating 
aircraft  of  more  than  60  seats  or  18,000 
pounds  maximum  payload  capacity 
shall  maintain  coverage  for  those 
aircraft  of  $20,000,000  per  involved 
aircraft  for  each  occurrance. 

(2)  Air  taxi  operators  and  Canadian 
charter  air  taxi  operators  in  air 
transportation  under  this  paragraph 
shall  in  addition  to  the  coverage 
required  in  paragraph  (f)(1)  of  this 
section  maintain  aircraft  accident 
liability  coverage  for  bodily  injury  to  or 
death  of  aircraft  passengers,  with  a 
minimum  coverage  of  $150,000  for  any 
one  passenger  and  a  total  per  involved 
aircraft  for  each  occurrence  of  $150,000 
times  75  percent  of  the  number  of 
passengers  seats  installed  in  the 
aircraft. 

(3)  Coverage  under  this  paragraph 
may  be  obtained  with  a  combined  single 
limit  as  specified  in  paragraph  (d)  of  this 
section,  applying  the  amounts  of 
coverage  stated  in  this  paragraph. 

Alternative  A 

§§  298.41  through  298.45  (Subpart  E) 
[Reserved] 

§298.3  [Amended] 

1.  Part  298  would  be  amended  by 
removing  and  reserving  Subpart  E — 


Liability  Insurance  Requirements,  and 
subparagraph  (4)  of  §  298.3(a). 

2.  Section  298.37  would  be  revised  to 
read: 

§  298.37  Prohibition  of  services  not 
covered  by  insurance. 

No  air  taxi  operator  classifed  as  a 
commuter  by  virtue  of  its  scheduled 
service  under  §  298.2(f)(1)  shall  engage 
in  air  transportation  unless  such 
commuter  has  and  maintains  in  effect 
aircraft  accident  liability  coverage  that 
meets  the  requirements  of  Part  205  of 
this  chapter. 

3.  The  Table  of  Contents  of  Part  298 
would  be  amended  accordingly. 

§  294.40  (Subpart  E)  [Reserved] 

§  294.3  [Amended] 

4.  Part  294  would  be  amended  by 
removing  and  reserving  Subpart  E— - 
Insurance  Requirements,  and  paragraph 
(c)  of  §  294.3. 

5.  Section  205.5  would  be  amended  by 
revising  paragraph  (f)  to  read: 

§  205.5  Minimum  coverage. 
***** 

(f)  Notwithstanding  paragraphs  (b) 
and  (c)  of  this  section,  air  taxi  operators 
providing  air  transportation  under  Part 
298  of  this  chapter  that  are  not 
commuters  by  virtue  of  their  scheduled 
service,  and  Canadian  charter  air  taxi 
operators  under  Part  294,  shall  give 
notice  in  writing  to  any  passenger  of  the 
existence  or  absence  of  bodily  injury 
liability  accident  insurance.  The  notice 
shall  be  clearly  and  conspicuously 
included  on  or  attached  to  all  fare 
listings  and  passenger  contracts. 

Alternative  B 

§  205.5  Minimum  coverage. 

***** 

(f)  Notwithstanding  paragraphs  (b) 
and  (c)  of  this  section,  air  taxi  operators 


providing  air  transportation  under  Part 
298  of  this  chapter  that  are  not 
commuters  by  virtue  of  their  scheduled 
service,  and  Canadian  charter  air  taxi 
operators  registered  under  Part  294, 
shall  maintain  the  following  coverage: 

(1)  Air  taxi  operators  and  Canadian 
charter  air  taxi  operators  in  air 
transportation  under  this  paragraph 
shall  maintain  third-party  aircraft 
accident  liability  coverage  for  bodily 
injury  to  or  death  of  persons  other  than 
passengers,  and  for  damage  to  property, 
with  a  minimum  coverage  of  $75,000  for 
any  one  person  in  any  one  occurrence, 
and  a  total  of  $300,000  per  involved 
aircraft  for  bodily  injury,  and  $100,000  - 
for  property  damage  each  occurrence. 

(2)  Air  taxi  operators  and  Canadian 
charter  air  taxi  operators  in  air 
transportation  under  this  paragraph 
shall  in  addition  to  the  coverage 
required  in  paragraph  (f)(1)  of  this 
section  maintain  aircraft  accident 
liability  coverage  for  bodily  injury  to  or 
death  of  aircraft  passengers  or 
nonemployee  cargo  attendants  with  a 
minimum  coverage  of  $75,000  for  My 
one  passenger  or  attendant,  and  a  total 
per  involved  aircraft  for  each  occurrence 
of  $75,000  tinles  75  percent  of  the 
number  of  passengers  seats  installed  in 
the  aircraft. 

(3)  Coverage  under  this  paragraph 
may  be  obtained  with  a  combined  single 
limit  as  specified  paragraph  (d)  of  this 
section,  applying  the  amounts  of 
coverage  stated  in  this  paragraph. 

[Sec.  204,  401,  402,  407,  418,  418,  Pub.  L  85- 
726,  as  amended,  743,  754,  757,  786,  771,  91 
Stat.  1284;  49  U.S.CL  1324, 1371. 1372, 1377, 
1386, 1388.) 

By  the  Civil  Aeronautics  Board. 

Phyllis  T.  Kaylor, 

Secretary. 

(FR  Doc.  81-31016  Filed  10-28-81;  8:45  am] 
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